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DEFENSE MINERALS POLICY 


DECEMBER 12, 1951 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Butte, Mont. 


The committee met, pursuant to call, at 10 a. m., in the courtroom 
of the United States district court, Federal Building, Butte, Mont., 
Senator James E. Murray presiding. 

Present: Senators James E. Murray and Zales N. Ecton. 

Also present: William C. Broadgate, technical consultant to Senator 
James E. Murray, and Stewart French, staff counsel, Committee on 
Interior and Insular Affairs. 


STATEMENT OF CARL J. TRAUERMAN, SECRETARY-TREASURER, 
MONTANA MINING ASSOCIATION 


Mr. Cari J. TRAUERMAN. Senator Murray, Senator Ecton, vour staff, 
and vou gentlemen here representing the various Government agencies 
who, if they are not now there, should be sitting in the jury box, and 
ladies and gentlemen: In the absence of the mavor of the city of 
Butte, and the Governor of the State of Montana, I have taken it 
upon myself to welcome all of you here to the most hospitable State 
in the Union, and its most hospitable city. If vou don’t take advan- 
tage of and enjoy its hospitality, that is vour own fault. We give 
vou the keys to the city and give vou the keys to the State, and ina 
number of cases, we can even give you the keys to the jail. 

Now, Senator Murray shortly will outline the scope of this hearing. 
In the meanwhile, if | am allowed to give a short example of what I 
consider the object of this meeting, I'll tell vou about a sourdough 
breakfast, a traditional affair given on the last morning of the vearly 
convention of the Northwest Mining Association at Spokane. This 
is a stag affair, and is devoted to reminiscing and telling some kind of 
stories. 

The chairman this last vear, a week ago Saturday, told about the 
discovery of the Bunker Hill Mine in the Cocur d’Alene at Kellogg, 
Idaho. He told about two burros furnished by the grubstaker, and 
one of the burros, according to tradition, really discovered the hole 
that is the Bunker Hill mine when he kicked galena out of the ground, 
and that is how it started. The chairman stated that the total cost 
of the grubstake, including the cost of the burros, was only S?Q. 

The mining industry has been kind to those who furnished that 
grubstake, as you know, and I think everybody has agreed upon that, 
and we are going to see what we can do to bring mining out of the 
forgotten category. I don’t want to be facetious, and in all serious- 
ness, | want to say rather figuratively that we right now, some of us, 
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do not believe it is worth $20 to discover another Bunker Hill and 
Sullivan Mine under the present rules and regulations under which we 
have to operate, and the taxes. 

We hope as a result of this hearing that it will be worth the time 
and money it takes to go into the mining business and stimulate pro- 
duction of metal again. 

Welcome to Butte and Montana, the treasure and pleasure State. 
Thank you. Senator Murray. 


STATEMENT OF HON. JAMES E. MURRAY, SENIOR UNITED STATES 
SENATOR FROM MONTANA 


Senator Murray. Thank you, Mr. Trauerman. I wish to say I 
am very happy to come back to Butte to attend this hearing at this 
time. I am very sorry that we haven’t the chairman of our com- 
mittee, the Honorable Joseph C. O’Mahoney, with us, who, because 
of conditions which have developed affecting his responsibilities in 
Washington, is unable to be here in Butte. We have a telegram from 
him which I would like to read into the record, addressed to me. It 
says: 

Please convey to mining men and officials in Butte my most sincere regrets 
because of fact that unexpected developments have made it impossible for me to 
be present at hearings as anticipated. I am confident that many facts highly 
valuable to Congress and to administrative agencies in charge of defense minerals 
program will be brought out and discussed to benefit of all concerned with 
American mining. Best wishes. 

Signed ‘Joseph C. O’ Mahoney, Chairman, Senate Interior and Insular Affairs 
Committee.”’ 

I am pleased that we have with us here a man who is associated with 
me in this hearing, my distinguished colleague, Senator Zales Ecton, 
who will participate in our inquiry here today and will cooperate with 
us in Washington, as he always has in the past, in matters of this kind 
for the welfare of our great State of Montana. I am glad that he is 
with us here at this time. 

It is a number of vears since | held hearings in Montana on the 
domestic minerals situation. At that time, we were concerned with 
shortages of the strategic minerals and metals required for World 
War II, and, later, we were bothered about the difficulties of the re- 
conversion period. The last series of field hearings which I held as 
chairman of the Senate Small Business Committee were to find out 
what we could do to realine our economy and come out of the war 
period without undue shock. Surpluses existed everywhere; millions 
of workers had been crowded into areas where they were supporte “d 
mainly by war industries. Consumption of raw materials decreased 
and metal and mineral prices were depresse <d by removal of Govern- 
ment support. 

NO OVERPRODUCTION OF METALS 


| introduced various pieces of legislation in an attempt to cure the 
basic difficulties of the mining industry, although I did not anticipate 
that so short a time would elapse before another national emergency 
pressed upon our economy. I always have been a staunch advocate of 
full production of metals and minerals and their stockpiling against 
such a national crisis as has again occurred. All through World 
War II, I took the position, against those who were afraid of surpluses 
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of basic materials piling up, that no amount of production of strategic 
metals and minerals we could encourage would be too much. Such 
materials do not spoil in storage. 

The advocates of an economy of scarcity were too well entrenched. 
Supports were withdrawn and the domestic mining business all but 
collapsed. There still are fewer mines operating than during World 
War II. I am not being immodest when I say that had my policies 
and advice been followed and my bills passea. the defense minerals 
program would now be in vastly better shape. Most of the troubles 
the Defense Materials Procurement Agency is at present bedeviled 
with would not exist. The National Production Authority would not 
be trying so desperately to mine the necessary metals from the open 
market, thus squeezing the civilian economy, had we kept our mining 
industry running full blast since 1946 and stockpiled the excess 
production. 

Some version of my present mine incentive payment bill, S. 2241, 
has been in Congress since the expiration of the premium price plan 
legislation in 1947. The present version has been much expanded to 
take in all the strategic and critical minerals and metals. Why there 
is.so much resistance to this plan is hard for me to understand. 
Some say it will promote inefficiency, but 5 vears’ experience in the 
actual operation of the premium price plan did not bear this out. 
Some say it will cost too much. But the facts show that it saved 
the economy nearly a billion dollars. Some say the automatic features 
of the plan would allow dishonest windfalls of Government money to 
our mine operators. 


MINE OPERATORS HONEST 


Personally, I believe our mine operators are honest. There is no 
evidence that dishonesty was found during the operation of the 
premium price plan. I am sure that it would cost more to police 
the industry than a few dishonest persons would steal. There is a 
point during an emergency when one can be too cautious and too 
penurious. Qur guns will not shoot dollar bills. Both the war and 
civilian economies rest on a metal foundation. 

All kind of patchwork subterfuges have been evolved to get the 
present job done without using the tried methods of the last war. I 
am not satisfied with the results. After more than a vear under the 
wide authority of the Defense Production Act, and with vast appro- 
priations by Congress, we are barely getting into stride, and, again I 
say‘l am not satisfied with the results. 

‘As one example, among many, the Montana chrome projects, after 
a vear or more of negotiation between the Government and the appli- 
cants, are not yet under way. The managnese purchase depot at 
Butte is only now getting started. Shippers to the Deming, N. Mex. 
purchase depot are having trouble with the purchase schedules, al- 
though buying is just beginning. The tungsten program has been 
handled in such a way as to practically exclude the small producer, 
and this, I hope, will be developed in detail at this hearing. We need 
more and cheaper refining capacity and should have suc ha plant in 
Butte. If we can get all the tungsten we need at present ceilings and 
without the participation of the small and marginal shipper, I trust 
the Defense Materials Procurement Administration representative 
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here will so state in clear terms. There is no use developing mines 
the product of which cannot profitably be sold. 

Many marginal copper, lead, zinc, mercury, and other mines have 
not reopened. Presently operating mines are being crowded against 
price ceilings by raising costs and must have some sort of bonuses or 
incentive payments to stay in business if we need the metal and want 
them to stay in business. 


MINERS’ IDEAS SOUGHT 


This committee would like to know what you miners think about 
these problems, and to hear what suggestions you may have for 
curing our difficulties. We have here representatives of all of the 
principal Government agencies dealing with the domestic mining pro- 
gram. We want to hear what they have to tell you about their plans 
to stimulate production, and how badly they need that production. 
Even the exploration program, which so far has been the most satis- 
factory, to my mind, has not gone far enough and has obvious draw- 
backs. 

This is the time and place to resolve these problems. I hope 
neither the industry nor Government witnesses will be backward 
about speaking out frankly. 

The hearing will now be opened, and we will call the first witness. 

Before doing so, however, we have some matters we would like to 
insert in the record. First, 1 would like to have printed in the record 
at this point Senate bill 2241, to stimulate the exporation, production, 
and conservation of strategic and critical ores, metals, and minerals 
and for the establishment within the Defense Materials Procurement 
Agency of a Mine Incentive Payments Division, and for other pur- 
poses. ‘That bill will be printed at this point in the record. 

(The bill is as follows: ) 


[S. 2241, 82d Cong., Ist se 





A BILL To stimulate the exploratien, production, and conservation of strategic and critical ores, metals, 
and minera nd for the establish ment within ‘the Defense Materials Procurement Agency of a Mine 
Incentive Payments Division, and for other purposes 


Be t enacted hy the Senate and House of Rep esentatives of the United States of 
America in Congress assembled, That this Act may be cited as the ‘‘Domesti 
Mine rals Act of LO51”’ 

STATEMENT OF POLICY 


Sec. 2. (a) It is the policy of the Congress that every effort be made to wee 
ulate the exploration, development, mining, and maximum production of + strates 
and critical metals and minerals by private enterprise to supply the industyi 1, 
military, and naval needs of the United States by providing for the conservation 
and development of these materials in order to decrease and prevent, wherever 
possible, a dangerous and costly dependence of the United States upon foreign 
nations for supplies of such materials. To this end it is the further policy of the 
Congress that every effort be made to stimulate, stabilize, and maintain a sound 
and active mining industry within the United States, to coordinate the programs 
now provided or to be provided by law for making scientific, technologic, and 
economic investigations concerning the extent and mode of occurrence and the 
development, mining, preparation, treatment, and utilization of marginal ores 
and other mineral substances found in the United States or its Territories or 
insular possessions which are essential to the common defense or the industrial 
needs of the United States, and to stimulate the commercial extraction and pro- 
duction of the same. 

(b) It is the policy of the Congress that small and/or marginal mining enter- 
prises in the United States or its Territories or insular possessions be encouraged 
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to make the greatest possible contribution toward achieving the objectives of 
this Act. 

Sec. 3. (a) There is hereby created within the Defense Materials Procurement 
Agency a Mine Incentive Payments Division, hereinafter called the ‘Division’’. 

(b) The administrative officers of the Division shall be the Director, suitably 
qualified in actual administrative and mining experience, and the Assistant 
Director. The salary of the Director shall be $15,000 per annum. In the absence 
of the Director his duties shall be performed by the Assistant Director. 

(ce) It shall be the duty of the Director, and he is hereby authorized and di- 
rected, subject to the approval of the Administrator of the Defense Materials 
Procurement Ageney, (1) to perform the functions hereinafter specifically author- 
ized, and (2) to prescribe rules and regulations for carrying out the provisions of 
this Act in the simplest manner. 

(d) The Director may select, employ, and fix the compensation of such engi- 
neers and other experts as may be necessary to carry out the purposes of this Act 
without regard to the civil-service laws and the Classification Act of 1923 
amended, and shall employ such other staff as he may deem necessary. 

(e) All records of the Premium Price Plan for Copper, Lead, and Zine shall be 
available to the Director and such records as the Director may request shall be 
transferred and delivered to the Division. 

Sec. 4. (a) To carry out the purposes of this Act, production payments as 
prescribed by the Director shall be made to those producers whose operations 
require such payments on all ores, metals, and minerals determined to be strategic 
or critical, pursuant to section 2 (a), Public Law 520 (Seventy-ninth Congress, 
ch. 590, second session), and included in group I of the Munitions Board current 
list of strategic and critical materials, together with any minerals or metals that 
subsequently may be added thereto, and produced from ores, dumps, tailings, slag 
piles, or residues (excluding scrap materials), except that in the event that the 
Munitions Board shall find that further purchases of particular ores, metals, or 
minerals for national security stockpile purposes are no longer necessary or will 
within one vear of the date of finding cease to be necessary, then (1) if such finding 
is made within thirty days after the effective date of this Act, no payments shall 
be made under the authority of this Act with respect to such ores, metals, or 
minerals; and (2) if such finding is made more than thirty davs after the effective 
date of this Act, no payments under the authority of this Act shall be made with 
respect to such ores, metals, or minerals, produced after one year from the date 
of such finding: Provided, That in the event any such findings are amended by the 
Munitions Board to the effect that purchases of such ores, metals, or minerals 
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have again become necessary for natoinal security stockpile purposes the payment 
provisions of this Act shall again become applicable subject to the limitations of 
this paragraph. All ores, concentrates, metals, and minerals on which payments 


are made shall meet minimum specifications determined by the Munitions Board 
for the national security stockpile 

(b) Production payments for any particular metals or minerals shall he in 
addition to the amount received per unit from other sources by the producer 
of the metal or mineral. Such payments shall not exceed the difference between 
the current market or ceiling price and (1) in the case of those metals that 
produced under the Premium Price Plan, an amount equal to the highest market 
price plus the highest production premiums received by any domestic producer 


during the calendar vears 1942 to 1946, inelusive, and (2) in the case of other 
res, metals, and minerals an amount equal to the highest amount paid any 
domestic producer for such ores, metals, and minerals during the calendar years 
1942 to 1946, inclusive, by the Reconstruction Finance Corporation or its sub- 
sidiaries or by other Government departments or agencies, such amounts specified 
in clauses (a) and (2) hereof to be adjusted by the Director in proportion to the 
changes in the Bureau of Labor Statistics wholesale price index of all commodities 
1926 equals 100) since such highest sums or amounts were first offered or paid. 


were 


Hereafter all maximum production payment limitations provided in this section 
shall be adjusted by the Director in proportion to each five-point change in the 
Bureau of Labor Statistics wholesale commodity price index of all commodities 
(1926 equals 100). These maximum limitations shall apply unless in the opinion 
of the Director with the approval of the Munitions Board, special additional 
consideration is necessary for the exploration or production of a particular metal 
or mineral, and in such case they may be exceeded. 

(c) Production payments shall be made within the limitations defined in this 
Act so as to encourage development, production, and conservation and provide 
adequate allowances for depreciation, amortization, and depletion and shall 
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include a reasonable profit to the producer based upon efficiency and upon the 
values of all recoverable metals and minerals contained in the ores, excluding 
values of crushed rock or waste materials. 

(d) At the discretion of the Director, production payments payable on the 
production of any mine may be withheld during such times as the Director may 
find any of the following conditions to exist: (1) The producer is utilizing his 
labor force in mining lower grade ores than is normal for the particular mine 
being worked, (2) the producer is attracting labor to his mine by paying wage 
scaies or contract rates in excess of those normal in mining operations to his 
district, and (3) there has been no decrease in grade of ore and production pay- 
ments have not resulted in an increase in the output of strategic and critical 
ores, metals, or minerals in the local district. 

(e) In computing the amounts of production payments no allowance shall be 
made for royalties in excess of 10 per centum of the market price. It shall be a 
condition of the making of all production and exploration payments that the re- 
cipients thereof shall pay no royalties on exploration payments whatsoever, and 
shall pay no royalties on production payments except with the approval of the 
Director and where the landowner shares in the expense of transportation, mill- 
ing, and smelting of ores sufficiently to justify computation of royalty: on total 
receipts of the producer. 

Sec. 5. (a) Exploration payments shall be made to potential producers or pro- 
ducers of those ores, metals, or minerals on which production payments are pay- 
able on the following bases: 

(1) Upon application to the Division by any bona fide operator in an amount 
not to exceed $1,500 per month for each mine or prospect. 

2) Upon application to the Division for particular projects in amounts to be 
approved by the Director. 

(b) Exploration payments received shall not be commingled with other funds 
and shall! be subject to post-audit. 

(c) Exploration payments shall be expended only in search for new ore deposits 
or for extension of known ore deposits. 

Sec. 6. (a) In addition to the other powers and duties created by this Act, the 
General Services Administration, Emergency Procurement Services, with the ap- 
proval of Director may enter into such contracts including the establishment of 
revolving funds as would aid in effectuating the policies of this Act. 

(b) All additional ores, metals, and minerals the production of which is wholly 
dependent upon production payments as provided herein shall be purchased at 
the market or ceiling price by the General Services Administration, Emergency 
Procurement Services. The General Services Administration, Emergency Pro- 
curement Services, shall transfer such ores, metals, and minerals to the national 
security stockpile established pursuant to Publie Law 520 (Seventy-ninth Con- 
gress, ch. 590, second session): Provided, That any producer may deliver an 
equivalent quantity of recoverable metal in form and grade satisfactory to the 
General Services Administration, Emergency Procurement Services, in lieu of the 
particular metal or mineral resulting from payments hereunder: Provided further, 
That the Administrator of the Defense Materials Procurement Agency may, 
when in his opinion a critical industrial shortage of such ores, metals, and minerals 
exists, order all or any part of such additional production sold on the open market 
instead of transferring it to the national security stockpile. 

ce) The General Services Administration shall be reimbursed out of stockpile 
funds appropriated under Public Law 520 (Seventy-ninth Congress, ch. 590, 
second session), to the extent of the current market price for all ores, metals, and 
minerals placed in the national security stockpile under this section. 

(d) Each producer shall at all times have access to a complete file of all copies 
of all calculations and analyses and all other information or determinations used 
as a basis for his individual assignment, revision, or denial of production payments 
and exploration payments. 

(e) Copies of all rules, regulations, and policies and changes therein shall be 
furnished to each producer registered with the Division and shall be published in 
the Federal Register. 

Sze. 7. (a) All disbursements for exploration and production payments as 
authorized by this Act shall be made by the General Services Administration, 
Emergeney Procurement Services, and shall not exceed $100.000,000 in any one 
year. 

(b) The provisions of paragraph (a) of this section shall expire June 30, 1956. 


(c) There is hereby authorized to be appropriated sums sufficient to carry out 
the provisions of this Act. 
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STATEMENT OF HON. ZALES ECTON, UNITED STATES SENATOR 
FROM MONTANA 


Senator Ecron. Mr. Trauerman, before we proceed, I desire to 
thank you for introducing Senator Murray, and I want to tell this 
audience of mining men that is here this morning that I am glad to 
participate in this hearing. Senator Murray and I, as you know, are 
both members of the Senate Interior Committee to which all mining 
bills in the United States Senate are referred. We are very sorry 
that Chairman O’Mahoney could not be with us this morning, but 
Senator Murray, by virtue of his seniority, is next in line to Senator 
O'Mahoney, so you have a mighty good chairman here to conduct 
these hearings. 

We have always been interested, naturally, in mining in the State of 
Montana, and we are particularly interested at this time of seriousness 
in our national life. We know we cannot adequately prepare unless 
we have sufficient strategic materials to meet the demands of the war 
effort, and we feel that the Northwest, our mining States, can produce 
most of those strategic metals if they are not unduly handicapped by 
the rules and regulations which have been foisted upon them in this 
country, and we hope to be able to get some kind of a plan, as Mr. 
Trauerman has mentioned, that will be an incentive for actual miners 
to go out and discover and develop new sources of critical and strategic 
minerals. 

I want to say again, Senator Murray, I am happy to be associated 
with you here this morning at this hearing. 

Senator Murray. Thank you, Senator Ecton. You have always 
been very cooperative. | appreciate your presence here this morning. 

The first witness that we will call is Mr. John H. Cole. 


STATEMENT OF JOHN H. COLE, PRESENTED BY F. P. KELLY* 


Mr. F. P. Ketiy. Senator Murray, Mr. Cole is unable to attend 
this hearing by reason of illness. The doctor has advised him against 
his coming up here, and he has prepared a written statement and has 
asked me as his attorney to read it to the committee. 

Senator Murray. That will be fine. | am sorry that John Cole 
isn’t here. He has been a very active force in these problems. I have 
a very high regard for him and I am sorry he is not here. Will you 
first identify yourself and give your name for the record? 

Mr. Ketiy. My name is F. P. Kelly. 

Senator Murray. Have you a microphone there so the audience 
can hear your statement? You may read it as loud as you can so the 
audience will hear it. 

Mr. KELLY (reading): 


STATEMENT PREPARED BY JOHN H. Corr, PRESIDENT AND MANACER OF 
DomeEstic MANCANESE & DEVELOPMENT Co. 


Senator Ecton and Chairman Murray, it is a pleasure and I deem it a great 
honor to be invited to make a statement before this committee. My remarks will 
be on manganese covering the period from February 1949 to the present time. 
The reason I am starting with February 1949 is due to the fact that 1 was inter- 
viewed by Mr. Henry A. Tobelmann who gave me a letter to read from Mr. Arthur 
C. Hill, then chief of the National Security Resources Board, to the chief of the 
National Research and Development Board, dated November 19, 1949, which 
read in part as follows: 


*Nore.—The plant of the Domestic Manganese & Development Co. was not operating as of August 31, 1952. 
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“Our review of the manganese situation points to a continued and almost 
complete shortage of manganese from domestic sources. It also indicates a 
probable shortage of manganese from foreign sources, especially in case of war. 
It begins to appear therefore, that the United States should seriously consider 
the establishment of concentrating plants at some or all of our principal sources 
of low-grade manganese ore, such as Las Vegas, Nev.; Cuyuna Range in Minne- 
sota; Aroostook County in Maine, and in South Dakota. 

“We, therefore, ask that the metallurgist panel of your organization prepare a 
report for us indicating the relative merits of the different processes of concentra- 
tion with rough estimates of costs as a basis for our consideration of the question 
as to which of the operations should be started in preparation for emergency.” 

Mr. Tobelmann then showed me a letter from Mr. Clyde Williams, Chief of 
the Metallurgical Panel of the National Research and Development Board, said 
letter bearing the date of January 3, 1949. Said letter stated that Dr. Williams 
had been authorized to appoint Mr. Henry A. Tobelmann to make the investiga- 
tion, and to interview those having the most knowledge of the domestic manganese 
ore deposits; to discuss with these operators the methods that had been proposed, 
or tried for their treatment and to develop a set of recommendations which would 
be reviewed with representatives of the National Resources Board and the 
National Research and Development Board. 


MANGANESE PREPORT SUBMITTED TO DR. BOYD 


Mr. Tobelmann carried out his assignment and interviewed all operators in the 
different States. Mr. Tobelmann’s report was completed March 9, 1949. On 
March 10, 1949, Mr. Williams notified Mr. Tobelmann that the manganese survey 
had been transferred from the Research and Development Board to the Bureau of 
Mines, and that Mr. Tobelmann was to report to Dr. Boyd. Mr, Tobelmann, 
I understand, was advised by telephone to send his report in the rough direct to 
the Bureau of Mines. His report fully covered the operations of the Domestic 
Manganese & Development Co. and the manganese operations of the Anaconda 
Copper Mining Co.; he spoke very favorably of both operations throughout his 
report. I will not attempt to quote all of his remarks regarding Montana manga- 
nese deposits and operators of same, however, I will quote his conclusions: 

‘“‘As far as the writer knows, the only way in which more ferro grade manganese 
might be obtained quickly are as follows: 

‘(1) Inereasing the price so that Anaconda will find the recovery of manga- 
nese more profitable than the recovery of lead, zinc, and silver. 
2) Using Anaconda nodules only for sweetening low-grade ore 

‘(3) Immediately giving John H. Cole all the necessary assistance to start 
up the Butte plant and to keep it at maximum production. To do this the 
independent producers of carbonate ores in Butte and Philipsburg must be 
allowed a fair profit for developing and mining sufficient ore to keep this 
plant in continuous operation. 


As stated above, Tobelmann turned his report over to the Bureau of Mines 
the first part of March 1949, and shortly thereafter the Bureau of Mines had 
representatives descend on Butte for additional information such as costs, tonnages 
available, and metallurgical data. We, as did other operators, cooperated with 


the Bureau of Mines representatives and submitted required information in spite 
of the fact it was a duplication of Tobelmann’s report. 

At the time of Mr. Tobelmann’s visit to Butte in 1949, we were preparing our 
plant to start processing approximately 38,000 long dry tons of manganese oxide 


ore bought by Metals Reserve during World War II; this manganese ore was 
turned over to the Treasury Department, Bureau of Federal Supply, and a con- 
tract for processing was entered into between Domestic Manganese & Develop- 
ment Co. and the Bureau of Federal Supply. 


DELAY COSTLY 

The actual operating time of treating this ore was approximately 644 months. 
However. the elapsed time from the date of the signing of the contract to the com- 
pletion of same was 2 years lacking 9 days. This was costly both to the Govern- 
ment and to Domestic Manganese & Development Co., and would not have 
happened had my advice been followed. 

During World War II we built a flotation plant for the Government in con- 
nection with our nodulizing plant, and processed the crude ore purchased by 
Metals Reserve from Philipsburg and Butte, Mont. During the operating period 
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December 17, 1948, to October 4, 1945, we produced 29,794 long dry tons of 
nodulized manganese. The average analysis of all nodules produced is as follows: 


Percent Percent 
Mn......--------- 50. 95 | A1.0; 1. 26 
Fe 3. 38} CaO 6. 41 
Zn j .40| MgO 3. 56 
Pb / ; .08)5 09 
Si0,- - - 11. 497... . 08 


These nodules were made from a mixture of carbonate and oxide ores. 

In addition to the nodules produced, approximately 750 tons of concentrates 
were shipped, at Government’s request, direct to a chemical plant; in addition, 
we produced approximately 1,750 tons of lead-zinc concentrates; the zine con- 
centrates were shipped to the smelter at Great Falls; and the lead concentrates 
were shipped to the East Helena smelter. After this work was completed, we 
received a letter from Reconstruction Finance Corporation that we had performed 
a very satisfactory job for the Government. 


RFC RECOMMENDATION 


The Reconstruction Finance not only recommended that we process the ore 
stockpiled in Butte and Philipsburg, and which had been turned over to the 
Bureau of Federal Supply, but they included the manganese held in the States of 
California, Arkansas, New Mexico, and Nevada. There isn’t a question in my 
mind that we would have been allowed to process these other ores had we been 
allowed to process the Montana stockpile without interruption. Without 
interruption, our cost would have been attractive and all concerned would have 
been happy with the arrangements. 

On July 19, 1949, I attended a meeting in Washington, D. C., together with 
representatives of the Bureau of Mines, United States Geological Survey, and 
Bureau of Federal Supply. This meeting was held for the purpose of discussing a 
manganese carbonate program. The unit price for nodulized manganese ore 
from this district obtained by Bureau of Mines representatives, was discussed. 
It was decided that the unit price submitted by the Bureau of Mines was high and 
I was requested, at this meeting, to contact the mine operators at Butte and 
Philipsburg and submit a unit price at the earliest opportunity. 

Under date of August 5, 1949, Senator Murray wrote Dr. Boyd regarding the 
proposed manganese carbonate program. Under date of August 12, 1949, 
Senator Murray received Dr. Boyd’s reply and I now quote a pertinent portion of 
his letter: 

“Of course the Interdepartmental Manganese Coordination Committee, 
determined that the Butte plant be kept in full operation after the completion of 
its present contract. Preliminary studies made by the Department of Interior 


is 


indicated that carbonate ores are available in sufficient tonnages to maintain 
the Butte plant in full operation for several vears, at least.’ 


Dr. Boyd also stated in his letter to Senator Murray that the manganese posi- 
tion in the United States is still very critical. 

On August 19, 1949, Senator Murray received a letter from the Munitions 
Board and I quote a portion of this letter: 

‘Furthermore, the Bureau of Mines, the Bureau of Federal Supply, and the 
Munitions Board are cooperating with Mr. John H. Cole on a project which may 
lead to successful treatment of carbonate ores from the Butte area. If so, the 
100-ton per day capacity of the Butte plant could be made feasible, and negotia- 
tions for output could be undertaken by the Bureau of Federal Supply. The 
project looks quite promising and a full appraisal of the future possibilities of the 
Butte plant for processing Montana carbonate ores can be made in the next 60 
to 90 days. Meanwhile, the Domestic Manganese & Development Co. should be 
able to coniinue processing the low-grade oxide ores for the s ockpile.”’ 

On September 1, 1949, Domestic Manganese & Development Co.ssubmitted a 
detailed report to the Bureau of Federal Supply, said report dated August 26, 
1949; the report covered the treatment of manganese carbonate ores. On Oc- 
tober 10, 1949, we submitted a supplement thereto; on October 18, 1949, a meeting 
was held in Dr. Boyd's office and in attendance were three members of Dr. Boyd’s 
staff: Capt. H. C. Maull, of the Treasury Department, Bureau of Federal Supply; 
Malcolm H. Carpenter, of the Treasury Department, Bureau of Federal Supply; 
H. A. Pumpelly, vice president of Domestic Manganese & Development Co., and 
myself. Those in attendance went over our September 1, 1949, offer and our 








10 DEFENSE MINERALS POLICY 


October 10, 1949, supplement, as well as a history of our war operations. Dr. 
Boyd requested that these documents be left with him and certain members of his 
staff and advised those present that within a few days he would make his recom- 
mendations direct to the Bureau of Federal Supply. 


PRICE HELD JUSTIFIED 


On October 24, 1949, Dr. Boyd wrote the Bureau of Federal Supply that the price 
quoted by Domestic Manganese & Development Co. was entirely justified, in 
fact he expressed concern that the job could be done at the price quoted by 
Domestic Manganese & Development Co. of $1.173 per unit. However, on 
November 4, 1949, the Interdepartmental Manganese Coordination Committee 
approved the commitment of sufficient long-term funds to procure 60,000 tons of 
nodulized manganese ore from Domestic Manganese & Development Co. 

On December 6, 1949, the Bureau of Mines again urged the treatment of the 
manganese carbonate ore. 

On January 9, 1950, Domestic Manganese & Development Co. submitted a 
second supplement for the treatment of manganese carbonate ore. 

On February 24, 1950, the Interdepartmental Manganese Coordination Com- 
mittee adopted a resolution that the Buy American Act be applied to domestic 
manganese production. 

On April 18, 1950, headlines appeared in most of the newspapers of the United 
States concerning the shortage of manganese. I quote the headlines of the Times- 
Herald of Washington, D. C., of this date: ‘‘United States running out of man- 
ganese, iron, Boyd warns.”’ 

An editorial appeared in the Butte Daily Post, Saturday, April 22, 1950, based 
on Dr. Boyd’s warning before the House Judiciary Committee. In spite of all 
recommendations and above-quoted warning nothing happened to bring forth 
production of the much-needed manganese; under date of March 24, 1950, Senator 
Murray advised Dr. Boyd that he had five constituents in Montana that had been 
put to considerable expense because of certain assurances what a contract would 
soon be entered into with the Government which would create a market for the 
crude manganese carbonate ore. He further advised Dr. Boyd in this letter that 
these people could not indefinitely continue to spend money. 


PRICE HELD TOO HIGH 


On several occasions after March 24, 1950, Senator Murray and Representative 
Mike Mansfield had Dr. Boyd in their offices to try and secure an answer. Finally 
on May 16, 1950, General Services Administration-Federal Supply Service advised 
me that our offer was too high to warrant favorable action by the Federal Supply 
Service. Nevertheless in less than 3 months, Federal Supply Service entered into 
a contract with Manganese, Inc., to produce manganese in Nevada over a 10-year 
period at a unit price of $1.50 with an escalator clause which would make the 
unit price as of today approximately $1.90 

On September 7, 1950, the Defense Production Act was signed. We continued 
to talk to different representatives of various departments of the Government; in 
November 1950, three different producers of this district made application for 
production loans under the terms of the act. Their application set forth the 
amount of ore mines would produce and agreed to pay back the loan on a tonnage 
basis; again nothing happened to induce the production of manganese ore. 


MEETING IN WASHINGTON 


On or about January 22, 1951, Dr. Boyd wired the following manganese opera- 
tors in the Butte and Philipsburg districts to attend a meeting in Washington, 
D. C., said meeting to be held January 31 and February 1, 1951: 


Pete Antonioli Joe Irving 
John H. Cole Wallace Mac White 
L. B. Manning S. A. Knapp 


All of the above received a wire from Dr. Boyd and attended the meeting. We 
were advised at the opening session that the Government needed manganese and 
that we were called to Washington for the purpose of getting producers and 
Government together; that the Government needed manganese, that we were 
fighting amongst ourselves and would not furnish the Government with the much- 
needed manganese. This story was promptly proved to be false—Phil Bradley, 
then head of the Manganese-Chrome Branch of Defense Minerals Administration, 
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polled those present and the answer was definite that there had been no fighting 
between the different operators of the Butte-Philipsburg districts. 

On February 3, 1951, a joint letter was prepared and signed by the following: 
Peter Antonioli, Wallace Mac White, John H. Cole, L. B. Manning, and Joe 
Irving. Mr. Knapp, of Taylor-Knapp Co., had left Washington before this letter 
was prepared and presented. We offered to sell the Government ore immedi- 
ately and attached to our offer was a schedule of prices under which evervbody 
was in agreement, even the Government. Nevertheless, again I must say nothing 
happened to speed Montana production of manganese ore. After presenting this 
letter, one by one, Antonioli, White, Manning, and Irving left Washington for 
home. 

OPERATORS ACCEPT TERMS 


| agreed to stay in Washington and did stay until May 19, 1951, finally, March 
26, 1951, Dr. Boyd wrote Peter Antonioli, Wallace Mae White, Joe Irving 
the Trout Mining Co.; attached to their letters was a working draft of ar 


, and 

faevree- 
ment to buy ore. Upon receipt of this letter, Antonioli, White, and Irving wired 
their acceptance to this agreement. 

On April 20, 1951, J. L. Hofflund, general counsel for Defense Minerals Adminis- 
tration submitted a new agreement and again these three operators wired their 
acceptance. 

On May 14, 1951, Mr. Hofflund sent these four operators a letter which changed 
the schedule and text of page 3 of his April 20, 1950, offer: he asked the operators 
to substitute the new page 3 he enclosed. This change was promptly accepted by 
the operators. 

On May 10, 1951, before the House Committee on Insular Affairs, Subs 


‘committee 


on Mines and Mining, Dr. Bovd made the following statements (from defense 
minerals program 

“Mr. INGLE. What about manganese? Do vou have an\ program going on 
manganese? 

“Dr. Boyp. Here again, however, the activation of such a program requires 
substantial commitments of publie funds. Contracts have now been negotiated 


for the producers in Montana and for the mill at Butte to permit the concentration 
of the products of the Philipsburg and Butte mines, but these contracts cannoi be 
consummated until the funds are provided in the supplemental appropriations 
bill now before the Congress. 

“Mr. Regan. Doctor, you stated that your plans contemplate 
in Deming and Batesville, Ark., as well as El Paso, Tex. 

“Dr. Boyp. And Butte, Mont.” (p. 5). 


* * . 


d some plants 


“Dr. Borp. The Butte and Philipsburg contracts are all negotiated, ready to 
be signed and awaiting assignment of funds. We have been trying to solve that 
problem so we could get it over to DPA for approval. It involves a commitment 
of several million dollars to support that operation during the life of the cont 

“Mr. ReGan. In Butte? 

“Dr. Boyp. That is right; the same in Deming. 

“Mr. Reean. That is a program that the Government is going to buy the 
product, or are they going to put in the mill, or just what is the procedure? 

“Dr. Boyp. In the case of Butte, the mill is already there, a Government-owned 
mill and the contract is to buy the product of that mill and provide a market for 
the mines in the area to have it processed at Butte. We have had the operators 
together and they agreed on an approach to it.”’ (P. 7.) 

“Mr. Recan. Through what source will they get the Government loan? 

“Dr. Boyp. They will come to us and we will recommend a loan from the RFC. 

‘Mr. Recan. If they are going to borrow the money from the RFC what other 
money would be needed? 

“Dr. Boro. The RFC money comes also out of the appropriations made in 
the Defense Production Act.” (P. 8.) 

From the testimony of May 10, Dr. Boyd stated that the contracts were ready 
to go and were awaiting the appropriations to be subscribed by Congress. 

On June 7, 1951, before the House Committee on Insular Affairs, subcommittee 
Mines and Mining, the following gentlemen gave testimony: Mr. Regan of Texas, 
chairman; Dr. D’Ewart, of Montana, member; Mr. Mittendorf, Director, Produc- 
tion, Division, Defense Minerals Administration; Mr. Gumbel, special assistant 
to the Administrator, General Service Administration: Mr. Ewing, Chief, Metals 
Branch, Office of Price Stabilization: and Mr. Bradley, Chief Chrome Metals 
Branch, Defense Minerals Administration. 


ract. 
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ACCEPTANCES IGNORED 


The testimony ignored the fact that Antonioli, White, and Irving had accepted 
the Government-proposed contract to produce ore. Mr. Mittendorf stated before 
the committee that none of the three mine operators had signed a contract but he 
failed to state that they had accepted the contract offered them by wire. They 
also failed to state in the testimony that the Minnie Jane Mine, in Butte, owned 
and controlled by Wallace Mac White, and the Contact Mine in Philipsburg 
operated by Pete Antonioli, and the Norwich Mine were the three largest pro- 
ducers, during the Government buying program during World War II; in fact 
these three mines produced approximately 90 percent of the carbonate ore pur- 
chased by the Government. I now quote a wire dated June 13, 1951, and signed 
by Antonioli, White, and Irving: 


G. C. Mrrrenporr, 
Director, Production Expansion Division, Defense Minerals Administration, 
New Interior Building, Washington, 2. 


On January 30, 1951, we the manganese producers of Montana were called to 
Washington to discuss Government contracts to produce and process manganese 
carbonate ore. After almost 3 months of negotiation we received on April 20 
rough drafts of proposed contracts. These were later amended on May 14 and the 
terms offered have been accepted by us. 

Another month has passed and we still do not have our contracts despite the 
passage of the third supplemental appropriation bill for 1951 in which the Butte 
Philipsburg manganese carbonate projects are part. 

feading your testimony appearing in the Wall Street Journal of June 9, we 
note that you apparently stated that our program was being held up because 
the largest producers had not yet accepted the terms offered by the Government. 
Be advised that the record will show that one of the two producers apparently 
refgrred to as largest was actually the smallest producer of manganese carbonate 
ore during World War II and the other possible producer apparently objecting 
was not producing carbonate ore at all, during the period of RFC buying of 
manganese ore during World War II. 

The undersigned representing the Minnie Jane Mine of the Butte Mines Merger 
Co. and the Norwich Mine of Butte and the Contact or Seratchall Mines of 
Philipsburg together accounted for the great bulk of the production shipped to 
the plant of the Domestic Manganese Co. in Butte during World War II. Today 
we are again capable of supplying the necessary tonnage to permit capacity 
operations at this same plant. 

In view of the above facts and our acceptance over a month ago of your terms 
we cannot understand the continued delay in fer\arding us our contracts in final 
and approved form. 

3uTTE Mercer Mines Co., 
PETER ANTONIOLI, 
I. G. Irvine. 

I now quote a telephone conversation of June 28, 1951, between C. O. Mitten- 
dorf of Defense Minerals Administration and Bryan Harding of General Services 
Administration and Mike Mansfield: 

Mirrenporr. I have just come back from across the hall to see the GSA bovs 
regarding the status of our orders to establish depots both at Philipsburg and 


Butt It. is out of our hands here and isin GSA. It has been approved by IMA 
for two dep ots 
‘Mikké. Who is going to own the depots? Are vou referring to John Cole? 


“Mirrenvorr. The directive proposes that the Government establish or pur- 
chase depots at Philipsburg and Butte, set up schedule. GSA will work out the 
details. In talking with GSA, they are going ahead with Cole, will make him an 
agent for GSA so they tell me. I am keeping after GSA and told them to tell 
Cole what they are going to do, give him a letter of intent by the 30th. I told 
them that we i. subinitted a contract to them and that they should take action 
and they should tell Cole, not us. We tried last Friday to talk with John before 
his illness and arranged for GSA to call him on Tuesday. They called but no one 
at the office knew anything about it so that they could talk with GSA and they 
would not put the call through to the hospital. Yesterday Catherine Cole found 
out about the call and called me and said that John had delegated Griswold to act 
for him. I dictated a memo to GSA outlining the substance of Miss Cole’s tele- 
phone conversation and told them that Griswold could be reached by phone be- 
tween | and 5 mountain time at his office. I have not been able to reach any of 
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the GSA people this morning to find out if they talked with Griswold. However, 
they tell me that they have set up a directive for the order or purchase on a 5-year 
basis, noneancelable, price schedule which John, Irving, Pete all desired. Under 
it we had in the regulation that those who wished to participate must give notice 
by June 30. However, the Justice Department discussed the legality of this and 
the directive is going out stating that all those who wish to participate in this 
program must announce their intent by September 30. Ruling came out yester- 
day from Justice Department. 

‘During the course of the day, I will try to find out more and can I check in 
with you at 3 to bring you up on the latest word. The GSA people are over at 
their headquarters at a conference this morning and | will not be able to get much 
from them until this afternoon. 

‘“Miker. As you know as soon as I get out to Butte, they will be all in to see me 
to get the latest information. I had hoped this would be settled by GSA now. 
Can you put a spur on them? 

‘““MirrenporrF. A memo has just been handed to me to refer you to Bryan 
Harding—extension 4374 GSA. I understand the matter has been referred to 
him. I will check in with you this afternoon.”’ 

Telephone call of June 28, 1951, with Bryan Harding of General Services Ad- 
ministration re Domestic Manganese Co.: 

“Mike. I am calling about the Domestic Manganese Co. to find out what the 
latest is. 

“HarbInG. I can give you only asketchy outline of that. The man that would 
be able to give you more information is John Ford. He has been keeping in 
touch with it. 

“Mike. I just talked with Mittendorf, who has been watching this closely and 
he just received a memo to refer me to you. 


EXEMPTION FROM PRICE CEILINGS 


“Harpina. The matter referred to me is the matter of the regulation which will 
set up a support-price program for Philipsburg and Butte. In order to issue that 
order we need an exemption from the price ceilings which will be forthcoming from 
OPS this week. We will be in a position to go ahead. Don’t know if it has been 
certified by DMA. 

“Mike. Yes; DMA has approved it. 

“HarRbDING. In that case, then there is only the allocation of funds which is not 
a lengthy matter. Expect that the regulation will be issued in a matter of days. 
If I understand the set-up correctly, it proposes to deal with Cole. What it is, 
is that it would be a contract with him to assay the ore and when sufficient amount 
is accumulated, coming in at a set amount each day, the contract would be pro- 
vided for beneficiation by Cole. I believe that Mr. Ford tried to call Mr. Cole 
the day before yesterday. Don’t know if he reached him. The purpose of his 
call was to tell Cole, as I understand it, that the schedule arrangements would 
proceed and he could expect to go along on that basis. 


“Mike. Will vou send me a telegram tomorrow afternoon in care of the Finlen 


Hotel, Butte, and give me the latest information. I will be seeing these people, 
and thev will want me to have the latest information. 
“Harpina. I will be glad to do so. How about calling vou at the Finlen? 


“Mike. I will be in and out, and I am not sure that you could reach me. 

“Harpinc. Well, I will send vou a telegram then.” 

Telephone call June 28, 1951, from Mr. Harding of General Services Administra- 
tion, re Domestic Manganese Co. Mr. Harding called back at 3 and gave the 
following information to Mr. Sullivan: 

“The certificate from the DPA with respect to the Butte program has been 
signed, and we in GSA expect to receive this today. The next step in the program 
will be for us to obtain an allocation of borrowing authority in order to provide 
the necessary funds to cover the program. There seems to be no possibility that 
can be obtained before sometime next week. As soon as allocation has been 
obtained, we will then publish the regulation that covers the program. At that 
time we will also be prepared to talk with Mr. Cole and enter into a letter of 
intent agreement with him covering two points. It will in effect be a contract 
for Mr. Cole to sample the ore as it is received at Butte under the program; and, 
second, will be an agreement to enter into contract with him to start beneficiation 
the ore at his mill as soon as a stockpile of approximately 10,000 tons of ore has 
been built and also in addition have 225 tons of ore coming in per day. Bene- 
ficiation will not start until both of these—10,000 tons in a stockpile and a current 
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225 tons per day coming in. The letter of intent will cover both of these points 
and in effect be a contract under those conditions. 
“‘Understand Cole’s plant capacity is 400 tons per day.’ 
Immediately after the hearings of June 7, 1950, Mr. Mittendorf phoned me at 
Seattle, Wash., and told me of the testimony given at the hearings. I furnished 
him with the information as to who were the largest producers during World 
War II. Shortly after my return to Butte, Antonioli, White, Irving, and myself 
received a wire to call Mr. Mittendorf. This was done. Each operator talked 
with Mr. Mittendorf and Mr. Liber, counsel for Defense Minerals Administration 


, 


ASSURANCES AS TO LOANS GIVEN 


They were given verbal assurance by Mr. Mittendorf and Mr. Liber that if 
they would withdraw the contracts offered them and agreed to an open schedule 
it would not affect the loans they had applied for. Regarding these loans, I wish 

» refer to the third supplemental appropriation bill for 1951, entitled ‘Hearings 
Before a Subcommittee of the Committee of Appropriations, House of Repre- 
sentatives, Eizghty-second Congress, First Session: Emergency Agencies.” 

On page 171 of said hearings, under the caption ‘‘Manganese,”’ I quote the first 
lines thereof: 

“Mr. Taner. The next is manganese production loans. What is that? 

‘Dr. Boyp. In that case we have a very serious problem, in which we depend 
on foreign sourees for 90 percent of the production.” 

(mongst other things in Dr. Bovyd’s answer, regarding the production of 
domestic manganese, he said: ‘It will be purely a subsidized operation in which 
we will have to advance money for the construction of the plant and even pay 


above the market price for that manganese.” 


GOVERNMENT AID HELD JUSTIFIED 


256 of the above-quoted hearings, Dr. Boyd testified as to the Defense 


Minerals Administration’s justification of commitments. From page 260 of said 
hearing, captioned ‘“‘Manganese,’’ I quote Dr. Boyd’s remarks: “In manganese, 
$2,800,000 is required. That consists of two projects that will require Govern- 
ment financing. That is a group of small mines we are working up together, a 
combined operation to produce manganese in Philipsburg and Butte, Mont., for 
$800,000, and then there is a much larger plant in Batesville, Ark.” 

On page 265 of the hearing above referred to, I quote Dr. Boyd’s remarks: 

“Dr. Boyp. In manganese the Three Kids contract itself will involve a con- 
tingent commitment of $64,500,000; the Philipsburg-Butte project also will 
involve a contingent commitment of $11,100,000; Batesville, $13,000,000; and 
a small custom mill, about $2,000,000; foreign purchases, $3,000,000; and the very 
large uranium project in Brazil, about $64,000,000. That totals $157,000,000 for 
manganese,”’ 

\t the hearings of the Committee on Interior and Insular Affairs of June 7, 
1951, page 793 of said hearings, Congressman D’Ewart pointed out that the 
third supplemental appropriation funds became available as of May 30, 1951. 
Nevertheless, none Of the three loans to the operators have been granted as of this 
date. 

On June 18, Dr. Boyd testified before the Committee on Interior and Insular 
Affairs Subeommittee on Defense Minerals Program, as follows: 

“Congressman D’Ewarr. I would like to have you bring us up to date on the 
Butte-Philipsburg contracts we have been struggling with for several weeks. 

“Dr. Boyp. We had some discussion with them over the telephone in order to 
get this cleared away as soon as possible. They prefer now to have us establish a 
depot in the Butte-Philipsburg area on the same basis we are planning at Deming, 
rather than these individual contracts, and we are perfectly willing to do that. 

“Congressman D’Ewarr. Then, you do not plan to sign any contract with 
individual miners as you planned originally? 

“Dr. Boyp. We told them we would go ahead with their contracts if that is 
what they preferred, but they said they much preferred to have the depot approach 
They would prefer the delay rather than going through with the individual con- 
tracts.” 

This statement is not in accordance with the telephone conversation Dr. Boyd 
above refers to. Each of the operators—Antonioli, White, and Irving—did, in 
my presence, advise Mittendorf and Liber over the long-distance telephone that 
they preferred the contract offered them and which they had accepted, but would 
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agree to the open schedule if Liber and Mittendorf would have Dr. Boyd wire 
them that it would not affect the prices in the contracts they had been offered and 
would not jeopardize the granting of the loans referred to in the third supple- 
mental appropriation bill for 1951. I think all three of these operators are in the 
room at the present time, and I am sure that one or all of them will have a copy of 
the telegram they sent at the request of Mr. Mittendorf and Mr. Liber consenting 
to an open schedule. 


PROMISED CONTRACT NOT SENT 


Finally, on July 21, 1951, the manganese prograin was announced. Domestic 
Manganese & Development Co. was requested to have a representative in Wash- 
ington the week of August 6. Mr. George G. Griswold, Jr., representing Domestic 
Manganese & Development Co., was sent to Washington, and an agreement was 
drawn up which was sup] osed to be delivered to Mr. Griswold on August 11. but 
on the 11th Mr. Griswold was advised that the person who was to sign this pro- 
posed agreement was out of the city and that it would be signed and mailed to 
Mr. Griswold not later than the following Wednesday. 

The agreement wasn’t here Wednesday, nor was it here during the months of 
August or September. Finally, on or about October 1, H. A. Pumpelly, vice 
president of Domestic Manganese & Development Co., proceeded to Washington 
and on October 9, 1951, an agreement was signed between the United States of 
America (General Services Administration) and Domestic Managanese & Develop- 
ment Co. for the purposes of unloading, crushing, sampling, assayil 
settlement sheets for all ore received, protection and maintenance 
and storing of the manganese ore. 

From recent newspaper articles appearing from Helena and Philipsburg, Mont., 
it would appear that Domestic Manganese & Development Co. had retired and 
had nothing whatsoever to do with the stockpiling program. However, I can 
assure this committee that the above-referred-to contract bas been signed and we 
are operating under the terms and conditions of said contract. 








DELAY IN TRANSMITTAL OF FUNDS 


The buying program could not be announced on October 9, the date the agree- 
ment was signed, because of a delay in transferring the money from Washington 
to Seattle and, of course, the Seattle General Service office could not announce the 
program until the money was actually transferred to them. I think the delay 
that occurred after Mr. Griswold’s visit to Washington, early in August, was due 
to the fact that on August 2, 1951, President Truman set up a branch or agency 
to be known as the Defense Minerals Procurement Administration, said Adminis- 
tration to have charge of the acquisition and development of strategie and critical 
minerals. The President also named Jess Larson, then Administrator of General 
Service Administration, to head the new branch or agency and, of course, we realize 
that it takes time to set up a new organization. 

1 was pleased with the President’s announcement that there would be a new 
branch or agency set up and that Mr. Jess Larson ‘was chosen to head the ac- 
quisition and development of strategic and critical minerals. The reason I was 
pleased was because Mr. Larson had personally told me that it was his desire to 
transfer the administration of contracts to the different regional directors under 
his jurisdiction. 

CONTRACT ANTICIPATED 


In our case, Mr. O. C. Bradeen, regional director of General Service Administra- 
tion, Seattle, Wash., would handle our contract; Mr. William B. Ihlenfeldt, 
deputy regional director, would have direct supervision over our contract. We 
have had, in the past, very pleasant relations with these two geritlemen and I am 
sure the present stockpiling contract will work out to the entire satisfaction of all 
concerned. 

The ore purchase depots opened at Philipsburg and Butte, Mont., on Monday, 
November 26, 1951, and after 20,000 tons of ore is accumulated at both depots, it 
is anticipated that a contract will be entered into with my company covering the 
beneficiation of manganese ore from Butte and Philipsburg upon mutual satis- 
factory terms and conditions. 

The above may give the impression that Butte-Philipsburg operators were 
being discriminated against; however, I want to add here that chis is not the case 
because the opening of the Deming depot was not announced, as of November 20, 
1951, the date all Butte-Philipsburg producers of domestic manganese who held 
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certificates were notified by the Seattle GSA office. The Butte-Philipsburg oper- 
ators were advised, November 20, 1951, that the depots would open on Monday, 
November 26, 1951. I do not know whether the Deming depot is yet opened; 
it was included, however, as was Philipsburg-Butte depot in the release of July 
21, 1951. 

EQUALITY OF TREATMENT ASKED 


I wish to make the following suggestions concerning the GSA release, dated 
July 21, 1951, which co» tained a purchase program of manganes se ore at Deming, 
N. Mex. The price schedule for Deming runs from 15 to 40 percent manganese 
ore, either carbonate or oxide, and I suggest that steps be taken immediately to 
run the butte-Philipsburg schedule from 30 to 40 percent on the same basis as the 
prices now being paid by the Government for ore shipped to Deming, N. Mex. 
The Butte schedule runs from 12 to 30 percent manganese, the Philipsburg sched- 
ule runs from 15 to 30 percent manganese. It is my opinion that there will be 
some ore produced in this district above 30 percent and the producers in Montana 
are entitled to the same treatment that the producers in Deming, N. Mex Ww 
enjoy. Previously there has been large production of manganese ore above 30 
percent in this district and it is reasonable to assume there will be in the future. 

In conclusion, I was asked by your committee to cover my experiences in 
connection with the stockpiling of the much-needed manganese ore. There are 
numerous Other documents from hearings, etc., | could quote but I feel I have 
submitted enough to prove that it takes a considerable amount of time and 
money to attempt to do business with the Government. I find it impossible to 
cover the necessary facts in less time or fewer words. 

The long delay in getting the manganese program started has cost me per- 
sonally, as well as my company, a considerable amount of money. It has also 
been very costly to the producers of the ore in this district. Of course, the long 
delay in getting the manganese program going has cost the Government a sizable 
manganese stockpile. 


MEMBERS OF CONGRESS HELPFUL 


All of the Senators and Congressmen from Montana have been untiring in their 
efforts to get the needed manganese stockpiled and our plant operating; for 
this I am sincerely grateful. 

The following wire was handed me today by Mr. Antonioli which indicated the 
loans to operators will soon be forthcoming: 


DECEMBER 5, 1951. 
PeTER ANTONIOLI, 


, 


524 South Washington, Butte, Mont. 

Docket DPA 1787 is in Administrator Larson’s office for approval certificate 
of essentiality. Next step will be in RFC. Impossible to quote date of final 
action but have been assured will be pushed. 

W. C. BroapGare, 
Consultant to Senator Murray 

Senator Murray. Thank you, Mr. Kelly. It does seem strange 
that it should take all of those conferences and negotiations and so 
much correspondence to work out a few contracts on manganese 
It is especially strange in view of the fact that these manganese pro- 
ducers did business with the Government all during the war. The 
Government is vitally interested because it has a very large amount 
of money invested in this plant, and it would seem to me that it 
shouldn't have taken so long a period of time. I well recall the 
various trips Mr. Cole had to make to Washington, and the severe 
strain he was under. No wonder it made him sick; and I am very 
sorry these conditions have developed. The Montana delegation in 
Congress did everything in its power to expedite this program. 

We have here today representatives of various agencies of the 
Government, and they will probably comment on these matters later. 
I would like to introduce them at this time. We have quite a list of 
them here. 
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EXECUTIVE DEPARTMENT OFFICIALS PRESENTED 


First is Mr. Otto Klein, regional director of Defense Materials 
Procurement Agencys and personal representative of Jess Larson. 

The next one will be Charles Tully, supervising mining engineer, 
Office of Loans, Reconstruction Finance Corporation, and personal 
representative of Stuart Symington. 

Lawrence Imhoff, special assistant to the Secretary of the Interior, 
back of us here. Thank you. 

Thomas H. Miller, Assistant Director of the Bureau of Mines. 
Thank you. 

Mr. C. O. Mittendorf, Acting Administrator of Defense Minerals 
Exploration Administration. 

Thomas A. Nolan, Assistant Director, United States Geological 
Survey. 

M. E. Volin, Chief of Mining Division, Region 2, Bureau of Mines, 
Spokane office. 

A. E. Weissenborn, administrative geologist, United States Geo- 
logical Survey and executive officer of DMEA for region II. 

If there are any other representatives of Government agencies that 
will desire to make any comments during the course of this hearing, | 
would like to have them identify themselves at this time. 

If not, I wish to call attention to the fact that at the request of Mr. 
John Cole, [ would like to ask Mr. Tim Sullivan, who represents the 
Government’s Resources and Development Board, to make a few re- 
marks at this time. 

Senator Ecron. Senator Murray, may | interpose one suggestion at 
this point? 

Senator Murray. Certainly. 

Senator Ecron. The statement which Mr. Keily read and which 
Mr. Cole had prepared, I think it would be helpful for this committee 
and all of the people interested in these hearings if someone represent- 
ing the Government agency would explain to this committee why the 
discrepancy in the price of manganese as produced here in Montana 
and elsewhere. I don’t understand that variation in the price of it 
which you mentioned, Mr. Kelly. I don’t see any reason for it, and 
| think it would be helpful if we had the answer. 

Senator Murray. After the remaining witnesses on the subject of 
manganese have concluded their testimony, we will be able to have 
comments from the various representatives of the Government agen- 
cies. In the meantime, we will hear a few remarks from Mr. Tim 
Sullivan. Identify vouself and what organization do you represent? 


STATEMENT OF TIM J. SULLIVAN, MEMBER OF THE MONTANA 
RESOURCES DEVELOPMENT BOAR 


Mr. Tin J. Sunuivan. Tim J. Sullivan. IT am a member of the 
Resources Development Board, a member of Secretary Sawvyer’s 
Small Business Committee, and I am in the engineering and manu- 
facturing business. 

Senator Murray. You may proceed with any statement you wish 
to make. 

Mr. Sutuivan. I am quite interested in the statement Mr. Cole 
made through you, Mr. Kelly, because I have done quite a little work 
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around manganese plants and mining in this district, besides doing 
work in the manganese plant in Nevada, and I just can’t reconcile 
what is tying up the work here in the manganese plant, because, as 
John explained, you read the headlines—and as a purchaser of steel, 
I know we cannot get steel. In fact, our first and fourth quarter, it 
was just impossible to get it, so we do know that they need manga- 
nese, and they need scrap. 

John called me to his plant a little over a year ago and showed me 
a wire from one of the Government agencies about going to Washing- 
ton about getting the plant in shape. Well, we worked quite a while 
getting all the necessary information that it would take to have his 
plant in shape, and he left for Washington. He said he would wire 
and give me plenty of time because he thought it was quite an emer- 
gency. This was well over a year ago. 


UNEXPLAINED DELAYS COSTLY 


I thought I would hear further from John concerning it, but nothing 
doing. I called at Washington last May, and I stopped at the same 
hotel John stopped at, and asked him how he was doing. He said, 
“T haven’t gotten anywhere.”’ He had an engineer sitting there that 
was costing him quite a bit of money. He also paid his expenses. 
While he was there, they were up to all kinds of hearings, but there 
was nothing definite. He said he had prepared a statement he was go- 
ing to give to Senator Murray along the lines that Mr. Kelly read 
here, and thought it might be brought out in the open. 

As a member of that Small Businessmen’s Committee, I said, “Let 
me see what I can do, John,” so I went over to the Capitol Building, 
and I talked to Mike Mansfield, and he immediately called one of 
Secretary Sawyer’s assistants there, and he said they would have 
something in a d®v or so, so then I went over and talked to Mr. 
Nelson Pierce, and | showed him the statement Mr. Cole had got 
ready to put out, and he said, ‘‘Let me call around here a little,” and 
he did, and John got a call that afternoon that he would have a cou 
tract fixed up within 2 days. That was on Wednesday. I left the 
following Thursday, the next day. John asked me to tell his wife 
and folks he would be home the next week. As I say, that was the 
last of May, and the contract is not signed yet. 

[ have been amazed at the lack of interest in this particular plant 
because it has established a record. This plant down here cost the 
Government about $3,000,000, and they produced better than 30,000 
tons of manganese, plus about 10,000,000 tons of lead and zinc. 


PLANT SOLD FOR SCRAP 


However, the plant in Las Vegas cost the Government $18,000,000 
and they produced around about 11,000 tons. The vy were in trouble 
from the beginning. They had to send here and hire John Cole to 
go down there 10 days a month. However. the plant was not at all 
designed to handle manganese, which it proved later. It was prac- 
tically demolished. In fact, it was sold, a large part of it, for scrap, 
and now they are starting to build that plant again, and the South- 
west Engineering doing the work on it says the methods they had 
used were entirely out of line. 
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A new plant is being built down there, and that, of course, has been 
in operation for, I would say, 4 months, because I do have an order to 
furnish some stuff down there, and I know it. With the record he has 
established here, and with his willingness to do something about it, 
and the impression I received in Washington that we really are in 
war, I can’t understand it. We know it is amazing to see the need of 
manganese and other metals here, and nothing being done about it. 

I know it has cost John Cole a barrel of money. In fact, unless he 
does start to do something, it will practically put him out of business. 
It has also cost him his health because he is in very bad shape. 

In Montana here I happen to be on the draft appeal board also, 
and I have had letters, one with a picture of a youngster with his 
hands tied behind his back, dead in Korea, from a woman wondering 
about taking the boys and then having our industry standing still. 


MONTANA HAS MUCH TO OFFER 


The same thing applies to our aluminum plant. We hear now 
that it might bea monoply. It wasn’t a monopoly when the Anaconda 
Co. was asked to go down to Las Vegas and handle the manganese 
plant down there, which I think was started by some other firms which 
got into difficulties, and we had to send engineers and Montana per- 
sonnel down there to get going, and they did, and they did a wonder- 
ful job down there. Tt wasn’t a monopoly when they had to get the 
chrome over here. We know we need aluminum. It looks like the 
same red tape we had in the manganese. 

Montana has a lot of resources here; Montana has people willing 
to give it their time and effort and money. The looks of the crowd 
here today shows an interest in this. I believe a lot of the red tape 
should be cut and let us get down to work here. 

Senator Murray. Thank you, Mr. Sullivan; that is the very 
reason this committee is here holding these hearings today. We are 
very cognizant of the great delay that has taken place, and the red 
tape and the long-drawn-out meetings and conferences down there 
which had this serious effect upon Mr. Cole, and, of course, it has al- 
ways been a very heavy burden on us of the Congress. Various mem- 
bers of the Montana delegation have been called upon continuously 
to contact these departments and to try to induce them to hasten this 
program along. I am sure as a result of this hearing today we will 
be able to jar them loose down there. 

The next witness will be Mr. I. G. Irving. 


STATEMENT OF I. G. IRVING, MINING ENGINEER AND GEOLOGIST 


Mr. 1. G. Irvine. In the way of identification, my name is I. G. 
Irving. I live in Butte, Mont., and I have been around here for a 
number of vears. Mvy business is that of professional mining engineer 
and geologist, with a background that includes 8 years at Columbia 
and Harvard Universities, four degrees, and 24 years’ experience. 
Included in my expe rience is seven and a half years with the Anaconda 
Copper Mining Co., one and a half years with the War Production 
Board and its successor organization, and 10 years as an independent 
engineer and small mine operator. I am presently employed by the 
Galigher Co., of Salt Lake City, as mining geologist. 
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I am identified with the Montana manganese program by virtue of 
the fact that I hold under lease and option the Norwich mine, one of 
the important producers of manganese for Government stockpile 
during World War II, and a property having an admitted substantial 
reserve of probable and well-indicated manganese ore of good grade. 
The property was recently drilled by the Bureau of Mines, at my 
instigation, and important extensions of ore revealed. 


CALLED TO WASHINGTON 


I have been working closely with the other ee producers of 
this area and went back to Washington, at the Government's invita- 
tion, last January with the rest of the group who are all doing all they 
can to get manganese production under way in this district. 

IT am one of the three potential producers who have applied for a 
production loan, and I have had much correspondence with the various 
Government agencies pertaining to the purchase program itself and 
our loan applications in particular. 

The statement prepared by Mr. John H. Cole and read to you by 
Mr. Kelly contains all of the essential facts of the situation, and I con- 
cur with all the statements contained therein completely. 

The purchase program is now set up, but IT think it can be safely 
said that to get sufficient production to permit full-scale operation at 
Mr. Cole’s plant of the Domestic Manganese Co., will require produc- 
tion from the Minnie Jane, Contact, and Norwich mines, in addition 
to whatever other production might be made in this area. These 
three properties produced 89 percent of the manganese produced for 
the Government stockpile during the last war. 

The operators of all of these three properties have applied for pro- 
duction loans and very obviously need Government financing to bring 
their mines into produc tion. As far as private capital is concerned, 
my experience is that in a venture of this kind and for the money 
involved, it is practically nonexistent. * 


GOVERNMENT AID PROMISED 


By letter, by conversation, and by formal application the necessity 
production loans has been set forth and reiterated on numerous 
occasions over the past 11 mont ths. Moreover, we have been led to 
believe that Government aid would be forthcoming. 

Kor example, 1 have a telegram in my file, dated March 23, 1951, 
from Dr. Boyd, addressed to Messrs. Antonioli, Irving, and White, 
which begins with the following two sentences: 


‘ 


ol 


Reurtel Mar ‘ch 21 regret time delays in finalizing details. Plan to activate 
your manganese mines and beneficiate ores produced. 

Now, I don’t know how to interpret that sentence, “plan to activate 
your manganese mines and beneficiate ores produced,” other than to 
take it that Government aid is being promised. Also, as pointed out 
un Mr. Cole’s statement, Dr. Bovd before a conzressio ral subcommittee 
earing last spring - ated, when asked how the Montana producers 
will get their Government loans: ‘‘They will come to us and we will 
recommend a loan from the RFC 

All throughout this entire business there has been an awareness of 
necessity of Government aid for the producer. As a matter of fact, 


l 
} 
i 


* Note—As of August 31, 1952, arrangements considered satisfactory by the producers had not been 
worked out 
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it was freely admitted that without Government aid very little pro- 
duction was likely. 

In the case of my Norwich mine, I applied for a Government loan 
by letter on January 5, 1951, and followed this up with a formal 
application on the proper forms on April 26, 1951. 


DELAYS INTERMINABLE 


As far as I can determine, my application, and also the others in- 
volved, have been reviewed and processed by every agency involved 
and to date—after 11 months of talk and correspondence—there is 
still no action and still uncertainty about the final outcome. 

This condition is to me unbelievable, and I find it difficult to 
understand any reason for such protracted delay, especially since I 
was told, in our first meeting with Government officials last January 
in Washington, that the Government needed every pound of man- 
ganese that we in Montana could produce. 

If the Government really needs manganese as we have been re- 
peatedly told, and if we are in a war as is evident from our casualty 
lists, certainly better progress could have been made, and aid to 
activate these important producers should have been received long 
since. 

In closing let me read into the record a telegram, dated November 
27, 1951, I sent to Mr. Jess Larson. The telegram follows: 

In September 1950 Montana manganese program announced. In January 
1951 major potential producers of area were invited to Washington to give 


assurance of their cooperation in producing this critical metal. They went, 
held meetings with vsrious officials of many agencies. They were given assur- 
ance that loans would be granted and filed applications on proper forms and 
these were approved and processed by field teams and Government engineer 
advisors. In August credit investigations of the two Butte and one Philipsburg 
applicants were completed by the Helena branch of the RFC and loans favorably 
reported upon. ‘These reports were sent to Washington in August. Understand 
that DPA, DMA, and GSA have reviewed and processed our applications and 
that they are now in the hands of DMPA. All of us have files composed of 


Government correspondence that are 4 inches thic] 
possibly that is a slight exaggeration, but they are pretty thick 


on this matter and we have been led to believe that money to imple 


ment produc- 
tion would be forthcoming. Potential independent producers have no money 
available from private funds. The purchase program is now set up. What 
action may we expect on our applications for production loans? Could I have 


a reply, please? 


You will note that a specific reply was requested and as of today I 
have not even had the courtesy of a reply to this long, and I assure 
you, sincere telegram. 

Senator Ecron. Who signed the first telegram you mentioned there, 
Mr. Irving? 

Mr. Irvine. That telegram was signed by Dr. Boyd. I have that 
telegram in my file. 

Senator Murray. I might say at this point that we wired them 
yesterday and haven’t received any answer yet. 


ACTION PROMISED BY DR. BOYD 


Mr. Irvina. I have that telegram right here, Senator Ecton, the 
telegram sent to Messrs. Antonioli, Irving, and White by Dr. James 
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Boyd. It has a lot of lettering on top for identification, and is 
dated March 22, 1:15: 


Reurtel March 21, regret time delays in finalizing details. Plan to activate 
your manganese mines and beneficiate ores produced. Our recommendations 
for certification of purchase contract for ore have now reached the last legal 
stage and every effort being made to submit same to Defense Production Ad- 
ministration early next week and to General Services Administration to authorize 
conservation agreements. 

That is the way it reads, and it is signed “Dr. James A. Boyd, 
Administrator, Defense Minerals Administration.” 

Senator Murray. Mr. Broadgate here is my technical consultant. 
He would like to ask a few questions before you take your seat. 

Mr. Broapaare. Mr. Irving, so far as you know, the local pur- 
chasing depot is ready to receive ore, is it not? 

Mr. Irvine. I understand that it opened a week ago last Monday, 
and that one truckload was brought down there on opening day. 

Mr. BroapGarsr. It would not be possible, so far as you know, to 
operate the depot or the Cole plant successfully without the produc- 
tion from the mines which have applied for loans? 

Mr. Irvine. It is questionable, but I don’t know where the pro- 
duction would come from. As I pointed out before, those three mines— 
the Minnie Jane, the Contact, and the Norwich mines—accounted for 
89 percent of the Government’s production in the last war. There 
are two new manganese outcrops in this area at Philipsburg, and I am 
sure considerable production will come from that area, but all the 
other manganese properties in Butte are in the prospect stage and will 
require considerable development. 


ORE WELL INDICATED 


The Minnie Jane mine and the Norwich mine in Butte and the 

Contact mine in Philipsburg have admitted ore reserves that don’t 
tite meet the classification that engineers set out of proved ore, but 
follows into the country and is well indicated ore. 

Phe Norwich mine was subject toa RFC loan. It was not examined 
USGS, but it was mapped for the RFC, and it was finally 
by the Bureau of Mines, and the drill hole below the bottom 

ndicates an important ore extension. It is generally thought 
re 30,000 tons of probable ore in that property. 


Mir. Broapcare. What I would like to know is if and when you 
xlucers get Government money, how long will it be from then until 
ll be making substantial shipments to the purchase depot? 


Mir. Irvine. We told them last summer, under the weather condi- 
tions, we told them last spring and summer in the case of the Norwich 


Minnie Jane mines in Butte, no production for 90 days, some 
oduction at that point, and we hoped and expected to build up to 
scale production within 6 months. 
Mr. Broancare. Full scale production within 6 months? 
Mr. irvine. That’s right. 


Mir. Broapearte. Is it not true that these negotiations have been 
conducted in parallel, and that the Government has known all the 
ime that the production had to come into the depot from these 
properties, vet they made arrangements to reactivate the Cole plant 
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without making arrangements for you to begin production from your 
mines? 

Mr. Irvine. That is true. 

Mr. BroapaaTe. So, even though the Cole plant is ready for 
activity, it will probably be at least 6 months longer before there can 
be any substantial production? 

Mr. Irvina. There is no question about that. 

Mr. Broapgate. DMA, GSA, and DMPA were informed of that? 

Mr. Irvine. They were certainly told verbally on every occasion 
where we had an opportunity to tell them, and also told by letter 
throughout the entire business, which dates in my case back to 
January 1951. 

Mr. Broap@ate. That is all. Senator, there seems to be a remark- 
able lack of coordination in the program. 

Senator Murray. That is true. Thank you Mr. Irving, we appre- 
ciate your cooperation by appearing here this morning. 

Mr. William F. Flynn is the next witness. Mr. Flynn not being 
present, Mr. Trauerman will read his statement. 


STATEMENT OF WILLIAM F. FLYNN, PRESENTED BY CARL 
TRAUERMAN 


Mr. TRAUERMAN. My name is Carl Trauerman. I am a resident 
of Butte for 39 years. I am a mining engineer and metallurgist. I 
have been familiar with the mining and concentrating of both black 
and pink manganese during World War II. 

Mr. William F. Flynn, whom I represent, and whose testimony in 
writing I hold before me, owns manganese properties in Philipsburg, 
Mont. Mr. Flynn is a native of Anaconda. This letter is dated 
December 7, 1951, and is addressed to this committee. 

UNIrED SrTatTes SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
Bu te, Mont. 

Dear Strs: I would like to make an appeel to your committee so as to make 
it possible to mine black manganese ore at Philipsburg, Mont. At present the 
local dioxide market is such thet the prices paid for ore will not let a small mine 
operator mine at a profit. 

The prices paid at the United States depot for pink manganese ore are far 

above the local price of the black ore. The black manganese operator could 
mine if a schedule for this black ore could be arranged either at the price schedule 
of the pink ore or at the price schedule of the black ore paid at Deming, N. Mex., 
depot. 
I will put in a word of explanation here that the Government insti- 
tuted a pink manganese market in the Butte-Philipsburg area, and 
a black manganese market at Deming, N. Mex., and it is the Govern- 
ment plant at Deming to which Mr. Flynn is referring: 

The following comparison of schedule prices for black ore will show that an 
operator cannot mine at a profit at local prices at Philipsburg. Ore could be 
mined at a profit at the prices set up by the General Services Administration, if 
the said prices could be made to apply for black ore at Philipsburg. 
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Comparison of prices on manganese ores at Philipsburg, Mont., and Deming, N. Mex. 








| 
Philipsburg, Mont. 
ae ee ee es Deming, N. Mex., 
| | black ore 
Local black ore shipped on MnQsz basis | Pink ore | 
Percent Price | | | 
= ao Dov > | 2arce 
I or Price I = Price 
MnOs Mn Trout Taylor & P . 
. ’ Mining Knapp 
scl tlh ciclicaseasansiel lac Rtcicadieh einen Ni dams Wing ct le necactncacacel Acasa Bs 
UR  akcisex cased 20.0 $5. 37 | ae 4 as ea pe te a 20.0 $13. 70 
Ge wkicseonnsesd 25.2 7. 20 | Eee lshicws padi otiate bb ot 25. 2 22. 74 
as, 31.6 | 10. 25 | 10. 90 20.0 $17. 22 31.6 42.01 
ee 34.8 | 11. 96 | 12. 80 | 25.2 | 26. 90 34.8 48. 28 
Dckctscusess 37.9 13. 80 | 14.85 30.0 | 34. 81 37.8 60. 84 
Pb eieiacwiems 40.0 | 15. 04 | _} 9 ae ae 40.0 76. 00 


And, again, explanatory, this means the black ore; and another 
explanation, Mr. Flynn refers to a couple of private mills in Philips- 
burg that are buying black manganese ore for the production of what 
is known as chemical ore, or high grade manganese dioxide ore. 

According to Mr. Flynn's table, the 20 percent black manganese 
ore now receives from the private mills in Philipsburg a price of $5.37 
per top at one mill, and $3.83 per ton at one of the other mills. Ac- 
cording to Mr. Flynn’s table, that same grade of ore under the Gov- 
ernment schedule for black ore at Deming, N. Mex., and disregarding 
the manganese dioxide content, would receive a price of $13.70 a ton. 
According to this schedule, 40 percent black ore at Philipsburg in the 
private mills there would receive, at one mill $15.04 per ton, and in 
another mill $16.22 per ton, while the same grade of ore, according to 
Mr. Flynn, would receive $76 at Deming, N. Mex., $76 per ton. Now, 
I quote again: 


The Marie mine, w! ich I own, has shipped 5,000 tons of dioxide ore, starting 


with World War I. The only reason why more ore has not been shipped is 
because the prices peid are not high enough so as to make a profit The grade of 
ore shipped from the Marie mine has essaved fro 20 percent to $2 percent mete i 
inanganese. The ore has all been shipped above the 150-foot level. 

\ sample of Marie ore was sent to the Bureau of Mines at Salt Lake City, Utah, 
some vears ago for a concentration test The results were satisfactory and I quote 
tro. a Department of the Interior report R. 1. 4188, dated November 1947: 


“Results of tabling sized fractions of manganese ore from Marie mine show that 
S1.1 percent of the manganese was recovered in @ concentrate that, when sintered, 
assaved plus 50 percent Mn and that would incur a small silica-plus-alumina 
penaltv. A recovery of 92.5 percent was obtained in a product that sintered to 

‘ 1 


13.9 percent Mn grade. 

This grade of concentrate or sinter would meet metallurgical specifications, I 
belie 

The submitted data is for an appeal for a profitable market, for a black oxide 
ore, which it seems can be made into a suitable product for metallurgical 
operations 


[ am sure that the small black ore operators of Philipsburg, Mont., will b: 
glad to e¢ operate in the production of strategic metals if a price per unit can 


be established so that the mines can operate at a profit. I am also sure a sizeable 
tonnage can hye produced. 

In conclusion I wish to say that this appeel is mede in behelf of the small opera- 
tors, so thst a program can be arranged so the small black manganese mine 
operator can operate at a profit and at the same time help in the strategic metals 
production program of the Government 
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Senator Murray. Thank you, Mr. Trauerman. We _ requested 
Jess Larson of the General Services and Defense Material Procurement 
Agency to provide a representative here for this hearing who might 
be able to aid us in considering these questions being presented here. 
1 have here the letter requesting Mr. Larson to provide such a repre- 
sentative, and also his reply, which I will ask to have put in the 
record at this point. 

NOVEMBER 21, 1951. 
Hon. Jess LARSON, 
Administrator, General Services Administration, 
Washington 25, D. C. 

Dear JESS: In line with its over-all respol sibilities with re spect to minerals 
and mining and at the request of Senator James E. Murray, the Senate Com- 
mittee on Interior and Insular Affairs has scheduled a minerals hearing in Butte, 
Mont., for December 21. 

The purpose of this hearing is to inquire into the operation of the defense pro- 
duction program in relation to minerals, especially, as it affects chrome, manganese, 
and other strategic metals 

It is, of course, highly desirable that the details of the program be presented 
by officials who can speak for the Federal agencies concerned, and accordingly it 
would be greatly appreciated if you yourself could appear at the hearing. In the 
event you cannot, would you designate competent officials of the Defense Mate- 
rials Procurement Administration and the Emergency Procurement Service to 
attend the hearings and be prepared to answer questions concerning the activities 
of the defense production agencies under you that are concerned with mineral 
production? Permit me to suggest that Captain Maull and Mr. Howard Young 
would meet the needs of the hearing admirably. In any event, it is important that 
whomever you designate be authorized to speak for the Ageney. I am writing 
similar letters to Oscar Chapman and Stuart Symington to request similar pres- 
entations of their programs. 

With every good wish, 

Sincerely yours, 


JoseEPH C, O’Manoney, Chairman. 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, December 4, 1951. 
Hon. JosprpH C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 


’ 
Dear Senator: Thank you for your kind invitation of Novembe 
to participate in a minerals hearing at Butte, Mont., on December 12. 
Under normal circumstances I should gladly aecept your invitation. However, 
it happens that previous engagements will keep me here at that time. The same 
also applies to Mr. Young and Captain Maull. 

In view of the importance I attach to your committee’s hearing, I will arrange 
to have my able regional director, Mr. Otto Klein, of Denver, Colo., attend as 
my personal representative. 

I know you will understand my inability to be with you and I am deeply grateful 
for your kindness. 

Sincerely yours, 


r 21, 1951, 


Jess LARSON, Administrator. 


Senator Murray. Mr. Otto Klein, I understand, is here to repre- 
sent Mr. Larson, and we would like to ask him at this time if he would 
come to the floor so we may ask him some questions. Mr. Klein, 
you have heard the statements Just made by Mr.-Cole and Mr. Irving. 
Have you anything to tell us with reference to these questions, and 
especially with reference to the problems of stockpiling and the loans 
that were to be made to these small producers? You may sit down, 
if you wish. 
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STATEMENT OF OTTO KLEIN, REGIONAL DIRECTOR, DEFENSE 
MATERIALS PROCUREMENT ADMINISTRATION, DENVER, COLO. 


Mr. Kuen. By telephone this morning, I talked with Jim Douglas 
in our office, who is in charge of domestic materials or DMA—there 
is too many letters in this thing for an old prospector to get over, but 
you will get it—and he informed me by phone this morning that our 
office has approved the loan of the Norwich company and made a 
recommendation for that loan. The same is true of Mr. Antonioli, 
and the amount that they requested has been approved and certified 
and passed out of our hands. 

Senator Murray. When was that done? 

Mr. Kuer. This morning. 

Senator Murray. Where does the matter go from there for final 
action? 

Mr. Kier. Senator, I am going to have to assume something here. 
Maybe I'll get it cleared up before the day is over. I assume it goes 
over to the RFC, who gets the final dope on it, but I am going to be 
honest with you and tell you I don’t know for sure. 

Senator Murray. But Mr. Larson has the power and authority to 
recommend the loan? 

Mr. Kuen. That’s right, and that has been done. 

Senator Murray. And after his study of it has gone on for so long 
a period of time, you would think RFC wouldn't take very long to act 
on it, would you? 

Mr. Kier. Let me get something into the record with respect to 
Mr. Larson and Mr. Howard Young. 

Senator Murray. All right, you may proceed. 

Mr. Kuen. I think Mr. Larson has been placed in as the Admin- 
istrator of the DMPA about 2 months, or possibly 3 months, where 
he has been in a position to make the decisions that I am sure he 
will make. In my experience with him, and I have worked with him 
the past 5 years, he delegates authority and makes decisions as soon 
as they are placed before him, or as soon as he can obtain the facts. 
I am sure it isn’t going to take any length of time that I have heard 
mentioned here this morning for him to make decisions. 


HOWARD YOUNG WIDELY RESPECTED 


I feel the same thing is true of Mr. Howard Young, who has the 
respect of the mining industry. He has only been in his office about 
a month. I was with him 2 days last week, and he is trying to 
reorganize and get his office into good shape. I am sure these men 
have heard this same story before, but in this case, I am_ perfectly 
sincere, and I believe Jess Larson and Howard Young will get this 
job done the way these folks hope to get it done. 

I heard something here about Deming. They are not receiving 
carbonate ore at Deming; it is all the oxide ore at Deming. 

Mr. Broapeate. Mr. Klein, is there any chance of the Government 
beginning to buy black manganese in this area, providing it can be 
shown there will be sufficient quantities produced to make it worth 
while? 

Mr. Kuern. I believe that is possible. 
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Mr. BroapGate. On something approximating the Deming sched- 
ule? 

Mr. Kuer. There is a lot of folks down at Deming not too happy 
about that schedule. Maybe if these fellows chee -ked into it up here 
and found in the schedule of ore coming over 200 tons there is a $12 
milling charge—— 

Mr. Broapeate. I am aware of that; that is why I asked the 
question. I wonder if you could tell us this about the certification 
of these loans: It is our understanding that Mr. Larson issues a 
certificate of essentiality, and then sends the certificates to the RFC, 
is that correct? 

Mr. Kuen. That is the way we understand it, but I would like 
to clear that definitely before I leave here today. 

Mr. Broapeate. Now, is it your understanding, as Mr. Larson’s 
representative, that if and when those dockets reach the RFC, the 
RFC is no longer concerned with the technical aspect of the docket? 
In other words, it is not going to reengineer all of the stuff you have 
gone through in 11 months, but should only consider the fiscal aspects 
of the loan, that is, the terms and conditions and maturity and the 
disbursement of the loan itself? 

Mr. Kuen. | prefer not to answer for the RFC. Some of the 
RFC people could answer that; there must be some of them here. 

Mr. Broapeate. We can ask that from the RFC, but it seems to 
me that GSC and DMPA should know the terms under which they 
transfer dockets to the RFC; and under the directive which delegated 
the various authorities, DMPA would be in a bad fix, it seems to me, 
if these dockets all had to be reengineered. It is my reading of . 
directive that it is only the terms and conditions that the RFC 
concerned with. Surely DMPA has thrashed that out with RFC 
and come to some conclusion? 

Mr. Kier. Again I will not answer until I know more on that 
score. I think the RFC people should have their say, too. 


POLICY STATEMENT REQUESTED 


Mr. BroapvGatsr. Well, of course, we did request Mr. Larson to 
send someone who could speak for him in matters of policy, and if he 
didn’t do that, we can’t blame you for it. There are two other general 
questions which the committee would like to know: One, do we need 
manganese badly enough to, in certain instances, pay higher than the 
present schedules, or do GSA and DMPA believe that all the domestic 
manganese that is required can be obtained under the present price 
schedules? 

Mr. Kuen. We have only opened our depots, and at the rate they 
are receiving ore, it would be hard to say at the present moment 
whether or not they will. For instance, in this depot, they have 
received 100 tons. They have been opened just a very short time. 
They have over 160 certificates scattered through this western country, 
in which these people have said what they are going to do. So far as 
the Deming people, they have over 400 certificates, and if we can 
believe the 1 miners, God bless them, they are going to send us 3,000 
tons aday. We don’t know. 

Mr. Broapeate. If, when you have more experience with boars 
at the purchase depots, you find insufficient ore is being obtained, 
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it likely that DMPA and GSA will increase the domestic manganese 
price? 

Mr. Kier. I think that is speculation. I think when that time 
arrives, | am sure Mr. Young and Mr. Larson will make that decision 
in the best interests of the Government. 

Mr. BroapGare. I am sure they will. There is one other question 
regarding tungsten. Do you know whether or not it is the feeling in 

GSA and DMPA that all the nec essary tungsten needed to meet the 
requirements can be obtained at the $65 concentrate price? 


PRICE CHANGES NOT CONTEMPLATED 


Mr. Kier. As the program is now in operation, there is a definite 
plan under consideration, and it is being studied at the present 
moment, which may change the plan, but so far as I have heard, 
there is no thought of changing the price. 

Mr. BroapGare. In other words, it is believed that sufficient 
domestic tungsten can be produced at the $65 concentrate price, 
ne so far as vou know, there is no inte ntion of increasing that price 

1 giving bonuses to the marginal operator? 

Mr. Kier. That is my understanding at the present time, ves, sir. 

Mr. Broapcare. That there is not any intention of increasing the 
price now? 

Mr. Kuern. That’s right. 

Senator Ecron. Mr. Klein, all the information which your Depart- 
ment digs up on any of these applications is also available to the 
RFC, is that true? 

Mr. Kuer. That is true, yes; I believe that is true. In other 
words, what you are asking me is that this 11 months that has been 
put in by all of these agencies, is now somebody else going to have to 
seek that out independently? 

Senator Ecron. Yes. I assume you have tabulated all that infor- 
mation, and that when these applications have been approved by 
your Department and then transferred to the RFC, that the RFC 
has available all the information that you have already tabulated on 
these applications, isn’t that so? 

Mr. Kier. It would be a part of the file. 

Senator Ecron. Yes. 

Senator Murray. Mr. Klein, we will recall vou again after you have 
checked up on some of these matters you wish to tell us about. 

We will now go to tungsten. Call Mr. Burwell, president and 
manager of the Tungsten Products Co. Mr. Burwell. 


STATEMENT OF BLAIR BURWELL, PRESIDENT, MINERALS EN- 
GINEERING CO., AND PRESIDENT, COLORADO MINING ASSO- 
CIATION 


Mr. Burwe t. I am Blair Burwell. I am president of Minerals 
Engineering Co., a tungsten operator, and president of the Colorado 
Mining Association of the State of Colorado. I am here to speak on 
tungsten. 


Senator Murray. You may proceed with any statement you wish 
to make, Mr. Burwell. 
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Mr. BurweE.u. These notes are somewhat hurried. It is a pleasure 
to appear before Senator Murray at this meeting. As president of the 
Colorado Mining Association, I wish to express the appreciation of the 
mining industry of that State to Senator Murray. We in Colorado 
are aware of your leadership in the fight to preserve our Rocky Moun- 
tain mining industry. We mean that. 

Senator Murray. Thank you. 

Mr. Burwe .t. I appear before you on the subject of tungsten as a 
small operator interested in the development of new Montana de- 
posits. lam an independent miner. Up to the end of World War II, 
| was engineering executive of a large company, United States Vana- 
dium Corp., a branch of Union Carbide C orp., in charge of chrome, 
tungsten, uranium, and plutonium for that large corporation, which 
was an agent for Metals Reserve in tungsten. 

We took care of the plutonium in World War II, and I had consid- 
erable to do with that procedure and the procurement of that metal. 
At this time, 1 have no connection at all with that large company. 
As I stated before, I am a small miner, but I will try to bring to your 
committee here my opinion of some of the problems of marke ting, 
pricing, and mining of tungsten, which have prevented up to this 
time the opening up and production of tungsten from domestic mines. 


WORLD WAR II RECORD 


First, | will give you the plan of domestic tungsten procurement of 
World War II, which enabled the mines of the Roc ‘ky Mountain region 
to increase their annual production from approximately 3 million 
pounds of tungsten annually to 12 million pounds annually, and to 
meet 60 percent of the American war needs of that metal. That is 
the record. 

That plan consisted, briefly, of providing a market for low-grade 
tungsten mill concentrates at a Government-financed refinery located 
at Salt Lake City, Utah, at a price for the concentrates to the miner 
and producer which gave the producer and the country the maximum 
amount of tungsten production. To do this, this refinery was oper- 
ated on a no-profit basis. The open or market price of tungsten con- 
centrates at that time was $24 per unit. 

My records before me show the small miner-producer was paid a 
total of $8,003,873.16, for 388,420 units, or approximately $20.60 
per unit during the World War. That was when the market price was 
$24. The Government price at that time for new production—and 
this is important and I call your attention to it—the Government 
price for new production at that time was $30 a unit. In other words, 
the Government gave 25 percent more than the tungsten price at 
that time to encourage the risk of the starting of a new mine. 

I would like to go into the figures a little more to show you how the 
Government has in the past fared in this transaction. "The cost to 
the Government for the refinery was $451,611; the cost of refining and 
producing, $29.50 per unit. These costs include the return to the 
Government of the over-all costs of refining. On the tungsten left 
over at the close of the war and in Government hands at the start of 
this emergency, I estimate the Government has made a profit in excess 
of $3,300,000, a splendid example of your, Senator Murray’s, conten- 
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tion of the public interest im the permanency and value of our strategic 
resources when stockpiled. 


RESOURCES IN COMMUNIST HANDS 


I might say tungsten was running out of our ears at that time, also. 
At the close of the war, all the tungsten mines with possibly one or two 
exceptions, were closed down, the industry forsaken, and the Govern- 
ment refinery sold and dismantled for a few cents on the dollar. At 
the same time, 80 percent of the world’s resources of tungsten were 
passing into Communist hands. I don’t care who talks about tung- 
sten running out of our ears, 80 percent of the tungsten resources of 
the world are now under Red control. 

Normally, we produce 20 percent of the world’s tungsten in the 
United States; foreign countries have produced 80 percent. China 
and some of the Asiatic resources, our only supply of tungsten in large 
amounts, being gone in World War II, our miners were marshaled 
and our producers put into a position to operate economically, we put 
60 percent of the tungsten in our American requirements ‘of World 
War Il. I think it is a splendid example of what our small miners 
in this country can do. 

I am deviating from my script a little. 

The situation of our tungsten supply, when 80 percent of the world’s 
tungsten passed into Communist hands, has taken on a terrible emer- 
gency to some of us who know the basic conditions here, which, like 
uranium, it is no longer a matter of price, but of national security. 


TUNGSTEN NEGLECTED 


Grudgingly a price was restored to tungsten after Jess Larson and 
Howard Young came into office—and I wish to pay them tribute as 
two men of integrity and ability. No attention was paid by the Gov- 
ernment to the needs of the small producer of tungsten, who got out 
the tungsten in World War II. I believe it was one of your Senate 
Committees on Preparedness, which investigated tungsten about last 
June or July, and exposed the fact that the situation has never been 
analyzed by the planners in the no man’s time between wars. 

Instead, the small tungsten producer was told to sell the product of 
his mines to industry. As a result there has been no production from 
the small producer and no new mines developed. Under the present 
Gove ‘rnment approved schedules, the small tungsten producer receives 

$38 of the total market price of $65 for finding, developing, mining, 
and milling his ores. Who gets the difference of $27? It goes for 
refining, $10, and for profit, $17. I would like to see anybody disprove 
those figures. This unfair distribution of profit—by that I don’t wish 
to cast any reflections on companies who have their own facilities, 
bought with their own money, toned to their own production, and it 
disrupts their operations to fill their circuits with tungsten from other 
mines. 

REFINING A MONOPOLY 


Forget the profits; I am all for profits, reasonable profits, but the 
channeling of production of the small producers to the facilities of 
these two companies does not get any new tungsten production; it 
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simply extends the resources and control of those two companies. 
There are two companies in this country refining tungsten. Both of 
them have had sort of a monopoly of buying this tungsten from the 
small producer, so that the small miner, instead of getting his tungsten 
dollar paid to him as in World War II, has to pay $17 profit on top 
of cost, in the place of no profit that was the scheme of things during 
World War II. That is the present program instead of the pricing and 
purchasing policy which placed the tungsten dollar in the hands of the 
tungsten producer. 

| took an interest in Montana in view of the growing potential 
importance of Montana as a tungsten producer. I think the Govern- 
ment has had all its men up here and looked it over here. I think 
they all more or less agreed that this country is a great untouched 
empire of tungsten and mintrals of other types. A proposal has been 
made to Mr. Larson last week to provide in Butte a tungsten plant to 
do the job of the Salt Lake refinery. 

This would supply a market for the concentrates of the idle mills 
throughout the Rocky Mountain region, as well as the Montana 
mines and mills. ‘The capacity, functioning, and financing and method 
of operation of this refinery would be the same as the Salt Lake City 
plant. Follow the old formula; you can’t go wrong. The record 
stands for itself. 

DESIRABILITY OF BUTTE 


The location of Butte on four main railroads, cheap natural gas 
and electric power, the proximity to soda ash and other chemicals 
make it a very favorable location. It can operate as cheaply as Salt 
Lake City, and it would result in the developing of a number of mines 
in the vicinity of Butte. The domestic manganese plant there can 
be used in the production of tungsten. This will not interfere with the 
production of manganese, because that plant uses the same type of 
flotation mill in treating manganese ores as would be used in the con- 
centration of tungsten ores. There are two separate circuits of 200 
tons a day capacity apiece. There is plenty of stockpile space. 
Everybody agrees tungsten and manganese programs can go on side 
by side. 

The fact that the tungsten ores in this country cannot be efficiently 
recovered as a high-grade product meeting the specifications makes it 
absolutely necessary to interpose between the miner and the market a 
mill and a refinery for his concentrates, which, if you build it from the 
core and off some place else, will cost $1,000,000, if you can afford 
that kind of money. 


FACILITIES ALREADY AVAILABLE 


It happens at Butte the facilities are already available, some of the 
building space, and it is estimated that the cost of this plant would be 
$451,000. That has been designed and planned, and I have before me 
a program for tungsten procurement for Montana which has been 
prepared by the engineer of our mining group in conjunction with the 
domestic manganese people, which has gone to Mr. Larson’s office, 
and in the very brief time that we have had to give us a chance to 
survey this thing and talk to Mr. Larson and Mr. Young, it is our 
feeling that they are actively backing this program. 
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However, I would like to present to you one factor in pricing, and 
that factor is basic in tungsten, manganese, lead, or zinc, In the time 
when your industries are being developed, in the time of development 
of new mines during World War LI, there was always a plusage set-up. 
For instance, in pricing tungsten at $24, the new production price 
was $30. That gave your miner, small miner, a chance to get over 
the hurdle and get his mine started. 

At the present time, the reverse is true. The Government has 
nailed down a top price. For instance, the price of tungsten is $65, 
and in Europe a short time ago, it was $80 or $88. If you took the 
same formula as World War I], if you placed a 25-percent premium on 
top of that for new production, you would have an $88 price, which 
was just the open price in England a short time ago. 


PRICES UNREALISTIC 


The same thing is true of lead and zinc. We have nailed down a top 
on metal that has nothing to do with world prices. The price of zinc 
has been lifted a little bit, but the producer feels he is down in a barre! 
and somebody is sticking a lot of nails down on the top, and he can’t 
do anything about it. 

We all feel that we have with Jess Larson and Howard Young and 
that group, a group that is at least going to find some of the answers; 
and, if they don’t, your committee and the Senate are goifig to have 
some awfully rough questions in the future. 

I think that the Colorado Mining Association and the groups of 
miners that I know in other States are all for backing and giving 
Howard and Jess a chance to do a constructive job. 

| thank you very much, Senator. 

Senator Murray. We thank you for the very fine statement. We 
will be glad to have that program you have identified for the establish- 
ment of a refining plant here in Butte placed in the appendix of the 
record so it may be available for us in studying the problem. 

(CommirtTtEE Notre.—Mr. Burwell’s program is set forth in full as 
appendix E herein, beginning on p. 132]. 

Mr. Burwe tu. I also wish to include in the appreciation of the 
Colorado Mining Association you, Senator Ecton of Montana, the 
Congressman of this State, and Senator O’Mahoney, the chairman of 
the committee, as well. They have been splendid backers-up. 

Senator E¢ron. Where is the industry getting their tungsten now, 
or are they doing without? ‘ 

Mr. Burwe.u. No; industry is getting a metered amount, a small 
amount of their needs, a part, I think, from stockpile releases purchased 
in past years and a hang-over from World War LI, and a smaller amount 
from the resumption of mining, such as Pine Creek in California, 
milling 1,350 tons per day; but I believe a certain amount is being 
released from the stockpiles at the present time in meeting the pro- 
duction in and out. Possibly Mr. Klein can tell you. 


Mr. Broapaats. Mr. Burwell, under the present situation, the 


nearest refineries being in California and in New York, and with the 


price anchored to 60 percent acceptable concentytes, what is the cut-off 


point, would you judge, of property in this area as to ore values? 
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Mr. Burwes.u. Well, under those factors, Mr. Broadgate, using the 
price that is prevailing at the present time, I doubt if any mine that 
has less than 1 percent tungsten could get started. 

Mr. Broapaare. If there was a refinery in Butte and you could 
pass along a good deal of the refinining cost, how much would that 
raise the cut-off point? How much lower-grade ore could be mined 
in the earea? 

Mr. BurweE.u. Underground mining is still going to be slow under 
these prices where you have to hire miners at $14 or $16 aday. With 
open-pit mining, you can go down as low as 0.142 percent. With 
underground mining, unless you have good production, it would still 
be submarginal for many mines at 0.50 percent. 

Mr. Broapa@ars. You feel a refinery would increase the potential 
production in this area? 

Mr. Burwewu. Yes; I think it would increase production in this 
area, especially where many mines have tungsten on the surface. 

Mr. BroapGats. How large a territory would the refinery reach 
into? 

MONTANA REFINERY NEEDED 


Mr. Burwetu. Into the Rocky Mountain States. In Colorado, 
the same problem exists there that you have in Montana. There is 
tungsten in Boulder County that could be processed to 10 percent. 
I think the freight rate East is $26 or $28 or $30 a unit; ] am not sure. 
I think the freight rate up here is considerably less. If there was a 
refinery up here for the same material, then the Colorado producer 
could ship it up here and make, I believe, an additional $8 or $10 a unit. 

Mr. BroapGarer. Do you feel, in spite of the additional advantages 
that would be gained by putting in some refineries, including one in 
Butte, that in addition some sort of bonus should be given to new 
production so that the miner is sure of a firm and adequate price at 
the mine? 

Mr. Burweui. I would say the same formula applied in World 
War II in giving the new producer an advantage over the commercial 
price of 25 percent in order to enable him to open his mines and go 
through the difficult period of getting started. 

Mr. BroapGatr. You are a tungsten expert. Do you feel, if that 
sort of program was followed, we would get so much tungsten that 
we would get a supply larger than would be necessary to meet our 
present requirements and have any left on our hands? 

Mr. Burwe tt. I believe we could get our present requirements of 
tungsten. I think it is most anybody’s guess on what our tungsten re- 
quirements are going to be. I do know that the amount of tungsten 
that can be used is just a matter of how much have you got. It is 
questionable that we will ever have enough tungsten. 

Mr. BroapGarr. In other words, even the world supply, so far 
as it is known, wouldn’t reach what we know of the requirements? 

Mr. Burwe tt. I believe that is fairly true, because I have seen 
estimates during World War II of the needs of the program that 
exceeded the world’s supply at that time. I believe the Senator 
is also familiar with that. 

Senator Murray. That’s right. 

Mr. Burwe vy. Here is the basic thing about tungsten: I think, or 
1 know, that with the right kind of stimulation, we could produce 100 
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percent of our tungsten requirements. The tungsten resources of the 
world are not growing; they are decreasing because the éasy stuff 
has been all mined, and the scarcity of the metal in this country is 
beginning to take the form of and parallel the uranium situation. 


TUNGSTEN HIGHLY CRITICAL 


Tungsten is right next to uranium in its critical position. We 
were very dangerously exposed not very long ago, 2 years ago, to the 
philosophy that we had no uranium in this country, in spite of the fact 
we produced a tremendous amount for the bomb, which I happened 
to handle at that time for the Manhattan District. Our advisers 
said that we would have to give all of our secrets over to spy-ridden 
England because we didn’t have raw materials, didn’t have uranium 
in this country; and England, having some uranium at that time, de- 
manded participation in the secrets of the bomb. They very nearly 
succeeded. 

There were published announcements in this country that we had no 
uranium and would have to give away all of our secrets to spy-ridden 
England. I think you know a little about this, too. I was very 
interested to note that the prospectors of this country have proved the 
lie of that, and not very long ago I saw in the papers that a 150-percent 
expansion of the atomic-energy program was justified because they are 
now finding uranium; but, unless we can guide ourselves in our raw- 
material production in the future, we are vulnerable to the most dis- 
astrous kind of warfare. When you are faced with that situation, I 
don’t think you can price tungsten in dollars per unit. There is no 
stimulation in this country today. 

Mr. Broapgate. May I ask this to sum up, Mr. Burwell: Under 
the present pricing program, the small and marginal operator has 
very little chance to participate; and, furthermore, under that pro- 
gram it would not be possible to meet our requirements 100 percent? 

Mr. Burwetu. No; I don’t think it would unless you would do 
something very drastic in the way of assistance to our small miners. 
We have in this Montana district the greatest untouched reserves of 
tungsten ore I have seen on the surface. I have seen many of them; 
and I believe some of the miners and engineers will corroborate me 
on this: that the low-grade ore will run to something like 125 to 150 
million tons. 

Senator Murray. I am sure that is a correct statement. Could 
you give us some estimate of what the refinery plant would cost? 

Mr. Burwe tt. Yes, sir; it is detailed in this program. It will cost 
$460,000. This is the estimate of the construction firm that built the 
Salt Lake City refinery: for processing equipment, $256,800; and for 
buildings, services, and so forth, $200,000. 

Senator Murray. That would be a very small amount to expend 
for a plant of that character that would be so valuable to the country 
at this time. 

Mr. BurweE ut. Senator, that is only possible in Butte in conjunc- 
tion with the Domestic Manganese plant. This plant would cost 
$1,000,000 any other place. You couldn’t build the plant in Butte, 
Las Vegas, Salt Lake City, or any other location, for less than $1,- 
000,000; but, because you have facilities here—natural gas, railway 





spurs 
ties t 

Ser 
the fi 
morn 

Iw 
tana 


STAT 


M1 
leagu 
sor R 
situa 
when 
the S 

Sel 
comn 

Mi 
the ec 
entire 
type 

Sel 
appe 

Mi 
for tl 

Th 
State 
defen 
askec 
prod 
this ¢ 
Mine 
and ¢ 

We 
small 
unde 
refine 
Mon 
both 


M. 
inclu 
impo 
are | 
made 
on tl 

Tl 
made 
Beay 





we ms Lv 





DEFENSE MINERALS POLICY 35 






































spurs, a site, a building 75 feet wide by 125 feet long—all of the facili- 
ties there will enable this to be thrown in with a minimum of cost, 

Senator Murray. We are greatly indebted to you, Mr. Burwell, for 
the fine statement you have made before the committee here this 
morning. 

I will now call Mr. Donald W. McGlashan, engineer for the Mon- 
tana School of Mines and professor at the Montana School of Mines. 


STATEMENT OF DONALD W. McGLASHAN AND PERRY F. ROYS 
OF THE MONTANA SCHOOL OF MINES 


Mr. McGuasHan. My name is Donald W. McGlashan. My col- 
league and I, whom I[ would like to have you call at this time, Profes- 
sor Roys, would like to present a summary of a study of the tungsten 
situation in Montana. This study was requested by you in July 
when you asked us why there wasn’t any production of tungsten from 
the State of Montana. Will you please call Professor Roys? 

Senator Murray. This study was made at the request of this 
committee? 

Mr. McGuasuan. Yes, sir. May we present some copies of this to 
the chairman. Senator, we have no intention of going through this 
entire study, but we have approximately 10 pages of double-spaced 
type which won’t take us very long. 

Senator Murray. And the study itself will be incorporated in the 
appendix of the record. 

Mr. Roys. My name is Perry F. Roys. I am mineral economist 
for the Bureau of Mines and a professor at the School of Mines. 

The need to increase the production of tungsten in the United 
States is well known as one of the most vital supply problems of the 
defense effort. Last July, Senator James E. Murray of Montana 
asked the Montana School of Mines the question: ‘““‘Why is domestic 
production of tungsten not increasing more rapidly?”” To answer 
this question so far as Montana is concerned, the Montana School of 
Mines through its research agency, the Montana Bureau of Mines 
and Geology, has prepared the present study. 

We shall first outline the profit-and-loss picture of a hypothetical 
small tungsten producer in Montana. This mine will be discussed 
under three situations: First, the mine in Montana and the mill and 
refinery in California—the situation now existing; second, a mill in 
Montana near the mine, but the refinery still in California; and, third, 
both the mill and the refinery in Montana, near the mine. 


TUNGSTEN EXPLORATION PROGRAM 


Montana’s tungsten resources are large if low-grade deposits are 
included. The accompanying map shows the location the more 
important deposits known today. Many promising areas, however, 
are being reexamined; and it is possible that other densi ries will be 
made. Some of these may be found in promising areas not indicated 
on the map. 

The most recent discoveries of large low-grade de posits have been 
made in the Los Creek, Nogo, Polaris, and U topia mining districts of 
Beaverhead County. T hese deposits were estimated in October 1951, 
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to contain 1,900,000 tons of ore averaging 0.35 percent WO,; and 
indications are that additional tonnage will be developed as exploration 
continues. The Potosi mining district in Madison County and the 
Jardine mining district of Park County have long been known for 
extensive occurrences of tungsten. These ore bodies are thought to 
be large. 

In Granite County, the Henderson Gulch area has been estimated to 
contain over a million tons of tungsten ore, very low in grade but 
workable under suitable conditions. In the same county, the Black 
Pine and Argo mines are estimated ‘to contain 260,000 tons of higher- 
grade ore. The Birdie mine, in Silver Bow County, is presently being 
em on a limited scale; the size of the ore body is unknown. 
The Montana Bureau of Mines and Geology has also been notified of 
discoveries in Powell, Lincoln, Deer Lodge, and Jefferson Counties. 
To date, little is known of the size and grade of these discoveries. 


IMPORTANT NATIONAL RESOURCE 


How much tungsten is contained in these Montana deposits? Of 
the 14 deposits shown on the map, fairly good estimates of grade and 
tonnage are available for only 5. These 5 contain, according to esti- 
mates in our files, between 12 and 18 million pounds of WO;. The 
tungsten content of other deposits is, of course, unknown, but is 
possibly about equal to the first 5. As a very crude estimate, 
therefore, it appears likely that Montana contains something like 25 
to 30 million pounds. This is at least a third of the amount sought by 
the Federal Government. We are therefore discussing a very im- 
portant national resource. 

For the tungsten miners of Montana to contribute to the national- 
defense effort, they must be able to produce tungsten ore at a proper 
and reasonable profit. To operate a mine, the miner must have either 
a market for his ore or be able to mine and mill the ore and market the 
concentrate derived therefrom. Each of these alternatives must be 
examined in order that the position of the potential Montana tungsten 
producer can be clearly set forth. We should note that the appendix 
of this report treats in detail the great variety of factors on which 
reliable estimates of the Montana situation are dependent. The 
material contained in the appendix serves in part as the basis for our 
analysis today. 

First. consider the mining and marketing of ore. Of the various 
outlets for marketing ore, the one which gives the Montana producer 
the highest net return is the Pine Creek custom mill and chemical 
refinery of the United States Vanadium Co. near Bishop, Calif. The 
ore-purchasing schedule of this company quotes a price ranging from 
$20 to $37 per unit of WO, for ore from 0.30 to 0.60 percent and higher. 


FREIGHT COSTS HIGH 


For our first illustration, let us assume that we have a mine capable 
of producing 100 tons of ore averaging 0.50-percent grade. This ore 
is to be shipped to the Pine Creek facilities of United States Vanadium 
Co. Based upon their schedule, the gross dollar value for our 0.50- 
percent ore is $18. If we shipped our ore, it would cost us approxi- 
mately $39.75 per ton for railroad freight. If we expand this analysis 
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further and say that our mine produces and ships 30,000 tons per 
year, it would mean that we would have lost $625,000 just by shipping, 
regardless of any other costs. This calculation is contained in the 
following summary plus similar calculations for other grades of ore. 
You will note from this table that it has various grades of ore, 0.30- 
percent, 0.40-percent, 0.50-percent, 0.75-percent, and 1-percent ore, 
and that not even with 1-percent ore is it possible to ship to the 
California location. 


Comparison of gross income and freight costs for shipment of ore 


Grade of ore, percent WOs; 


0. 30 0. 40 0. 50 0.75 1.00 
Gross dollar value per ton of ore $6 $14. 40 $18 $27.75 $37 
Gross income from 30,000 tons of 
ore haiti shaman 180, 000 336, 000. 00 540, 000 832. 500. 00 1, 100, 000 
Freight cost (approximately 
$39.75 per tom) __.-.-- ween é 4 192, 500 | 1, 192, 500. 00 1, 192, 500 | 1, 192, 500. 00 1, 192, 500 
BN a ini ite cami anda . 012,500 | 856, 500. 00 652, 500 360, 500. 00 82, 500 


Obviously, this situation is impossible because the cost of shipment 
alone exceeds the revenue which could be obtained. The amount of 
loss would be increased further by other factors of cost including direct 
costs of mining and hauling plus additional indirect costs. 

What then is the situation of the miner who mills his ore at the mine 
and ships the concentrate? Certainly, the freight cost would be 
greatly reduced because less material would have to be shipped. Is 
this reduction in cost sufficient to make the mine an economic opera- 
tion? Let us examine the possibilities in terms of the same mine as in 
the previous example, Again, the only feasible western outlet for 
low-grade concentrate is the United States Vanadium Co. 

In order to analyze the economic advisability of this second alterna- 
tive, a number of assumptions must be made relative to several influ- 
encing factors. Two of the most critical assumptions which must be 
made concern the mill efficiency in the recovery of tungsten minerals 
and the grade of concentrate produced. An 80 percent recovery pro- 
ducing a concentrate containing 10 percent WO; can be expected in a 
reasonably efficient operation. Lower or higher recovery resulting 
in higher grades of concentrate are quite possible but not ordinarily 
obtainable at the beginning of an operation. 


TEN PERCENT CONCENTRATE 


Consequently, in this second situ ition, it is advisable to use an 80 
percent recovery and 10 percent grade of concentrate. This assump- 
tion is reasonably within the attainment of the Montana tungsten 
producer with approximately $150,000 investment in milling facilities. 
Based upon the concentrate purchasing schedule of United States 
Vanadium Co., a 10-percent concentrate derived from 0.50 percent 
ore will therefore net the miner $15.20 per ton of ore. 

Other necessary assumptions concern the direct costs of mining, 
milling, and truck haulage. In addition, other costs are incurred 
before any real profits are realized. These include such items as 
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costs of administration, payroll taxes, mining taxes, amortization of 
facilities and ore bodies through depreciation and depletion allow- 
ances, and finally income taxes. All of these items are most carefully 
analyzed in the appendix of this report. 

The following is a summary of a situation wherein medium mining 
and milling costs are incurred. Remember that we are now consid- 
ering milling the ore at the mine site and are producing a 10-percent 
concentrate for shipment: 


Estimate of operation of a Montana tungsten mine and mill with 80 percent recovery 
and producing a 10 percent grade of concentrate 


[Gross dollar value per ton of ore, $15.20] 


nT a a a re tek wi i atl ee $456, 000 
Cost of production: 
UR IR RN OR ne wc manacecdnicmnn $240, 000 
Nn Re es 135, 000 
an cl wen a a OD 54, 300 
Pa I I NN oe oe on nnn wen adone cue abin 429, 300 
ie pn NINN 5 ek en eescenecauee 27, 700 
Other expenses: 
en RE I IIIS,  oo ce ec ot eeee ce $15, 000 
RII soit! act een oes Od oe ce ig 15, 000 
a a ene 24, 750 
natn pwn oe 1, 653 : 
Depreciation of mill, mine plant, and equipment- -_---- 45, 000 € 
TN OUI a ne ds oe te reed ig et gate Sree Oe or 101, 403 


Net loss before provision for Federal and State income taxes and 
nC UEIINEI fe oe ee re ee oe nine oaee 73, 703 

I would like to make note of the fact that the analysis which I have 
just presented is extracted from an exhibit contained in the appendix. 
Further reference to that exhibit will show the reader a similar analysis 
for a number of other classes of ore. 

Under these conditions, then, the direct costs of production in com- 
bination with the indirect costs eliminate most of the advantage ob- 
tained from lower freight costs. It is especially significant to note the 
additional expense of depreciation imposed by the building of milling 
facilities at the mine site. 


MOST DEPOSITS LOW GRADE 


In this situation we have assumed medium mining and milling 
costs. If the operator has high mining and milling costs, any possible 
economic advantage is further eliminated. Conversely, if the operator 
has low mining and milling costs, a venture of this nature may con- 
ceivably become attractive. However, we should be aware that it is 
unlikely for an operator to have more favorable mining and milling 
costs than have been assumed. In like manner a higher grade of ore 
would, in large part, counterbalance the effect of the direct costs of 
production. "This, too, is extremely unlikely because Montana is 
presently characterized by low-grade ore bodies. Acknowledgment 
is made of such possibilities in the charts and exhibits in the appendix. 
These charts and exhibits indicate the points at which such operations 
will become profitable with respect to various grades of ore. 
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The salient features then of mining and milling low-grade ore and 
marketing the concentrate as compared with marketing ore are as 
follows: 

(1) The incidence of freight costs have been reduced appreciably. 

(2) The direct costs in combination with the indirect costs preclude 
profitable operations, in most instances, from mining and milling 
low-grade tungsten ores. 

(3) Ores of higher WO; content may overcome the incidence of 
direct and indirect costs. 

(4) Increases in recovery and higher grades of concentrate may 
overcome the incidence of direct and indirect costs. 

(5) The expense of depreciation for milling facilities imposes addi- 
tional overhead burden on the operator. 

In processing low-grade tungsten ore, it is unlikely that items (3) 
and (4), which I have just mentioned, will materially help the Montana 
situation. Thus, if Montana is to produce tungsten from presently 
known low-grade deposits, a more advantageous opportunity must be 
available for the potential producer. 


MONTANA MILLING AND REFINING 


The third alternative we considered is custom milling and chemical 
refining in Montana. A third alternative, though nonexistent at the 
present time, would be the availability of custom milling and chemical 
refining of tungsten ore centrally located in Montana with respect to 
the known deposits. For this analysis, a custom mill and chemical 
refinery are assumed to be available at or near Butte. The assumed 
location of such a facility in the Butte area was made after a careful 
study of the distribution of Montana tungsten deposits. In addition, 
other factors including the availability of rail transportation, electric 
power, natural gas, and similar industrial requirements were taken 
into account. 

For purposes of this illustration, the mining operation is assumed to 
be smaller, having a daily production of 30 tons (one carload) or a 
yearly production of 9,000 tons. The assumed gross dollar value per 
ton of ore was derived from a proposed ore-purchasing schedule con- 
sidered possible for milling and refining of Montana tungsten ores in 
the Butte area. Mining costs are again assumed to be medium. 
Using a 0.50 percent grade of ore and transporting it to Butte, the 
possibility for profit or loss is shown in the following computation: 
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Estimate of operation of Montana tungsten mine shipping ore to custom mill and 
refinery located in Butte, Mont. % 


(Gross dollar value per ton of ore, $17.25] 
Geoen income from OPe. . «~<a. <<ceneecuns< de ee 
Cost of production: 
Mining, at $8 per ton... -..-.....--.- : .... $72, 600 


Freight and hauling__-__--- ~~ -- ees ETON Ne 
Total cost of production __--_- oe BR PO ni tas aa 106, 650 


Gross operating income 600 


Other expenses: 


48 


Administrative expenses-_- - - - - ~~ Sie Aces as $5, 000 
Royalties_ it cea ee . 4 7 500 
Payroll taxes Es 3 4, 752 
Montana mining taxes _ - 333 
Depreciation of mill, mine pl: unt, and e quipme nt 7, 000 


ON i ow sac ican sa eis Ot Sn ci ROE 21, 585 


Net income before provision for Federal and State income taxes 
and depletion allowance eoeaeee 27, 015 
1 


Less Federal and State income taxes : , 316 
Net income before depletion allowance 22, 699 
Less depletion allowance : 13, 507 


Net income after income taxes and depletion__ 9, 192 


As compared with our second analysis where the operator unprofit- 
ably mined ard milled the ore at the mine site, we now have a situation 
where the operator has profited. The profit is in part a result of the 
elimination of the burden imposed by the amortization of milling 
facilities. It will be noted that freight and hauling, as well as mining 
costs, constitute a major element of the cost. 


PROXIMITY OF MILLING FACILITIES 


This cost can be reduced by building milling facilities in closer 
proximity to the mining areas, thus reducing the amount of material 
which must be shipped to the locale of the chemical refinery. This is 
the first situation for a 0.50 percent grade of ore in which the operator 
has been able to benefit from the provision for depletion allowance 
thus the venture becomes even more attractive. 

The significant features of this last situation are as-follows: 

After all deductions, a reasonable profit can be earned subject 
to the grade of ore mined. 

(2) Grades of ore remain critical to the success or failure of the 
mining operation. 

(3) The mining costs remain one of the major items of expense. 

(4) Freight costs become a major expense item; however, milling 
facilities in closer proximity to individual mines will reduce the cost 
of freight and hauling appreciably. 

(5) The operator has additional incentive expressed in the possible 
benefit from depletion allowance. 

Summarizing the three Montana situations presented, we find the 
following conclusions to be outstanding: 

(1) Low-grade tungsten ore cannot be shipped profitably to a 
custom mill and chemical retinery outside the State of Montana. 





(2) 


do no 
are fe 
centr 

(3) 
able ‘ 
posits 
defen 

In 

Fu 
exper 
Mon 
well | 
in se 
regal 

Sei 
avail 
posit 
and } 
a str 
feel t 


redu 


W 
lishe 
justi 
capt 
of th 
tung 
the 1 
whic 

Or 
incré 
inere 
of su 
woul 
or ww 
wore 
effec 
men 
is ex 

Tl 

Se 
sple 
and 
Min 
stud 

M 
you 
to a 


Pi 


ear 





and 


250 


650 


600 


699 
507 
192 

»fit- 
ion 

the 
ling 
ing 


ser 
rial 
is is 
itor 
nce 
ject 
the 
ling 
‘ost 
ible 


the 


O a 


DEFENSE MINERALS POLICY 4] 


(2) Shipment of tungsten concentrates derived from low-grade ores 

do not provide favorable opportunities unless the grades of ore mined 
are fairly high or unless high recoveries producing high grades of con- 
centrate are made. 
3) If custom milling and chemical a facilities are made avail- 
able and located centrally with respect to the Montana tungsten de- 
posits, exte nsive production of tungsten from Montana for the national 
defense effort can be anticipated. 

In view of the conclusions reached in our study, we recommend: 

First, that loans for exploration, development, and operations be 
expedited. Adequate provisions for such loans are necessary if 
Montana tungsten deposits are to reach the production stage. It is 
well known that small mine operators experie nee considerable difficulty 
in securing sufficient venture capital. This is especially true with 
regard to the Montana tungsten situation. 

Second, that custom milling and chemical refining facilities be made 
available and located centrally with respect to known tungsten de- 
posits. This can be accomplished by establishment of both milling 
and refining facilities in the same central location, such as Butte, with 
a strategic location of a mill or mills nearer the mining operations. We 
feel this last alternative to be the most suitable because of the potential 
reduction of freight and hauling costs. 


GOVERNMENT ASSISTANCE JUSTIFIED 


We hope that such facilities, as we are recommending, can be estab- 
lished by private capital; however, the critical demand for tungsten 
justifies almost unlimited Government aid and assistance if private 
capital is unable to meet the needs. In our opinion, the establishment 
of these recommended facilities will lead to a significant production of 
tungsten for the defense effort. We further believe this method to be 
the most economical, in the long run, of possible alternative methods 
which are designed to increase tungsten production. 

Our final recommendation is that consideration be given to a realistic 
increase in the floor price of tungsten. We do not believe that an 
ine rease in the price alone will materially effect the present shortage 
of supply of this strategically important metal, because a price increase 
would have the effect of spurring production in only those areas near 
or adjacent to now existing milling and refining facilities. In other 
words, a price increase, unless very large, would have little or no 
effect upon production from Montana deposits without the establish- 
ment of more convenient milling and refining facilities. This analysis 
is expanded further in the appendix of our report. 

Thank you. 

Senator Murray. I wish to congratulate you two witnesses for the 
splendid report you have made here. I consider it to be invaluable 
and I want to express my appreciation of the action of the School of 
Mines in providing this study, and to you men for accomplishing this 
study. 

Mr. Broapaats. In making this study, Professor Roys, I presume 
you also checked the tungsten situation in other parts of the country 
to a considerable extent. 

Professor Roys. We did not do it in detail; no. We have kept our 
ear to the ground as much as possible. We have been on it for 4 
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months most of the time, and in that time we have kept our ear to 
the ground, but we were concerned chiefly with the situation as it 
exists in Montana. 

Mr. Broapeate. Would it be your expectation that much the same 
situation exists in other parts of the country and your recommenda- 
tions would be equally good for them? 

Professor Roys. We intended that they would be equally good for 
those areas which are now a great distance from milling and refining 
facilities. 

Senator Murray. Thank you both for your paper here this morning. 

I think we had better recess at this point. It is a quarter to 1 and 
we will take a recess until 2 o’clock, so that the witnesses will be back 
here at 2 o’clock, and I wish to say before the recess that the judge 
of the court has requested that there be no further smoking during the 
further continuance of the hearings. I wish to apologize to him for 
this infraction of his standing rule against smoking; so return at 
2 o’clock and leave your pipe at home. 

(Noon recess.) 

AFTERNOON SESSION 


Senator Murray. The hearing will come to order, please. I wish 
to announce again that there should be no smoking during the further 
hearings. That is requested by the authorities here. 

m . . . . . 

The next witness will be a representative of the Double Eagle 
Tungsten Co. I haven’t any name, so whoever is here to represent 
that company will come forward, please. You may state your name. 


STATEMENT OF WILLIAM R. McCLURE, PRESIDENT, DOUBLE 
EAGLE TUNGSTEN CO., PHILIPSBURG, MONT. 


Mr. McCuure. William R. McClure, Philipsburg, Mont. 

Senator Murray. And you represent the Double Eagle Tungsten 
Co.? 

Mr. McCuure. Yes, sir; I represent the Double Eagle. I am 
president of the Double Eagle Tungsten Co. 

Senator Murray. Where is the Double Eagle located? 

Mr. McCuure. Twelve miles from Philipsburg. 

Senator Murray. Have you some statement to make in connection 
with it, about your problems or difficulties. 

Mr. McCuure. Well, we have a Government loan at the present, 
and we are developing the tungsten we have in sight. We have ore 
there that will run better than 1 percent tungsten, but we have no 
place to sell it. We have tried some of the custom mills, and they 
tell us they are running to full capacity, and the situation is, if the 
Government wants tungsten, they have to furnish outlets for those 
ores, and that is true of all strategic minerals. 

Senator Murray. You were here this morning and heard the testi- 
mony of the witnesses with reference to the establishment of a tung- 
sten-refining plant here in Butte? 

Mr. McCuure. Yes, sir. 
Senator Murray. And you approve of that? 
Mr. McCuvre. Yes. 
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Senator Murray. Have you any other comments to make on the 
testimony we had this morning? 

Mr. McCuure. I would like to make some comments in general on 
the small producer, if I may. It is to the small producer, who has 
got to produce ore from now on because your big corporations are 
running to full capacity; it is to him you have to look for your new 
production and new mines. He has no outlet for his ore at this time. 
He is in the position if he develops ore, he cannot dispose of it. Take 
the question of zinc. The Philipsburg area has large bodies of zinc 
that I think can still be developed. 

Senator Murray. You approve of the statement made this morn- 
ing by Mr. Burwell, in which he discussed the problems of the tungsten 
producers? 

Mr. McCuure. Yes, sir. 

Senator Murray. You heard his testimony? 

Mr. McCuure. Yes, sir. 

Senator Murray. You approve of that. Have you any other 
comment to make? Of course, you have a loan now? Have you a 
Government loan? 

Mr. McCuure. We have a loan; yes 

Senator Murray. Do you think’ you will need further assistance 
along that line before you get through with your development? 

Mr. McCuure. We unquestionably will. We are now sinking an 
incline with the objective to cut the vein. When we cut this evin, 
we unquestionably will need more assistance; that is true. 


EXPLORATION ESSENTIAL 


Senator Murray. That work you are doing now is exploratory; it 
is an exploration effort to develop the property to determine its 
potentiality; what you might be able to do there? 

Mr. McCuure. Yes. 

Senator Murray. I think we understand you, Mr. McClure. 
‘o have been familia r with that territory over there for a good many 

ars; haven’t you? 

"Me McCuuvre. Philipsburg; yes, sir. 

Senator Murray. Yes. 

Mr. McCuure. Yes, sir; since 1911. I have been mining in that 
area since 1911. 

Senator Murray. And your father before you was one of the 
original men in that territory? 

Mr. McCuure. Yes. 

Senator Murray. And you think that that is an area that ought 
to be explored? 

Mr. McCuure. Unquestionably it should be. There is a large 
potentiality of zinc in that area. Several mines, the Trout and the 
Algonquin, produced zine for years. There is a mine next to that 
that has never been developed at all. 

Senator Murray. Thank you very much. We will have that in 
the record and will be glad to have you contact us again if you desire. 


The next witness is the representative of the ‘Potosi Tungsten 
Mining Co. 
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STATEMENT OF MARK J. DOEPKER, POTOSI TUNGSTEN 
MINING CO. 


Mr. Dorrker. My name is Mark J. Doepker. My home is 
Butte. 

I want to say a few words on behalf of the Potosi mining district 
out in Madison County, and also in connection with the proposed ore 
concentrating plant to be opened up here in Butte. 

The Potosi mining district, which runs up Willow Creek from 
Pony, Mont., is an area of large deposits of hubnerite ore, and there 
are a number of small companies and individuals who own claims 
up there, many of which, of course, are not developed to any great 
extent, but certainly have a great deal of promise; and the assays in 
that area surprisingly run from probably as low as 0.20 up to 15 per- 
cent. There are not small, but large quantities of that type of ore. 
A concentrator in Butte, Mont., would be ideal from the standpoint 
of a profitable operation for many of those small mine owners up in 
that vicinity, because it is only about 12 miles up from Pony, which 
would be within a range of 100 miles from Butte, and the ore itself 
could be gotten out and got into Butte; and I think if and when the 
decision was made to include a tungsten concentrator here in Butte 
in connection with your manganese plant, it would mean a great deal 
of activity in the Pony area. 


IMMEDIATE PURCHASES NECESSARY 


Not only that, it seems to me that once the Government should 
decide to establish a concentrator here in Butte that immediately 
there should be some provision made for the purchase of ores, because 
if there was facilities established while this plant was being constructed, 
a great deal of material could be brought down here. 

I think, from the analysis which was made by the young men from 
the School of Mines that a profitable operation would result in a 
wide-scale operation in the Potosi district. There are places up there 
that have extremely rich tungsten ore that unquestionably would 
pay well for miners to work up there and get out their ore and bring 
it down here to Butte, and if the Government is in need of it, they 
certainly could get a large quantity of it up in the Potosi district. 

1 would impress on the committee particularly that it would be 
wise to provide some means for the people, as soon as we knew we 
were going to have a concentrator in Butte, to immediately afford 
some means to the small miners of selling their ores here for the 
purposes of that concentrator. I believe if that program was worked 
out, together with facilitating exploration loans and development 
loans, it would uncover vast tungsten deposits in that area over a 
distance of 10 or 12 miles. 


DISTRICT UNDEVELOPED 


Some very large deposits appear to be up there, and the School of 
Mines has done some checking of the hubnerite ores up there with 
favorable results. In addition to that, the Bureau of Mines has 
taken an interest in the country up there, and has made extensive 
investigations. The trouble with the Potosi district is that it is 
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undeveloped. Whatever assistance the Government could give 
toward develeping of that area, including the purchase of ores, would 
result in some of the mines resuming operations up in that area. 

Senator Murray. There would be a need of some Government 
financing, | suppose? 

Mr. Dorrxer. Government financing would be needed, but | 
know there are miners up there who would get out ore and bring it 
to Butte as soon as there was a market established here for their 
production. 

Senator Murray. Thank you very much for your statement. It 
will be given consideration. 

The next witness will be Mr. W. A. Noon, of the Henderson Gulch 
placer. Is Mr. Noon here? Ll understood he might not be able to be 
present. 

Mr. W. J. Maretta of the Birdie mine. 


STATEMENT OF W. J. MARETTA, OWNER OF THE BIRDIE 
TUNGSTEN MINE 


Mr. Maretrra. My name is W. J. Maretta. [I am appearing as 
owner of the Birdie mine, a small tungsten property located near 
Butte. 

on stor Murray. In the Butte area? 

Mr. Marerra. Three miles east of Butte. ‘My primary purpose 
is to emphasize the same line of testimony Mr. Burwell began and 
which has been seconded by the succeeding witnesses. 

In my own case, for instance, in spite of ore of better than average 
quality, and in spite of an especially advantageous location, I could 
not dream of voing into production if [ have Lo ship ore or concentrates 
to some location such as Long Pine, Calif., or Glen Cove, N. Y. With 
a price increase of $10 a unit, the burden of freight would be still too 
great, even if all of the price increase were passed on to the producer, 

| would like to read a press release from the General Services 
Administration, dated May 11, 1951. It says, quoting Mr. Larson: 

While the support applies to the purchase of concentrates rather than ores as 
previously announced, success of the program must depend upon the miner and 
prospector. In order to assist miners and prospectors to dispose of their ores, 
he Defense Metals Administration will aid in the establishment of milling facilities 
in tungsten-producing areas where such facilities are needed but now now available. 
In other words, we are merely asking Washington to fulfill a responsi- 
_— which Washington itself acknowledged existed many months 

go. I think that point should be pertinent. 

One of the instruments which I understand was calculated to 
increase production when the stockpiling program for strategic 
minerals was devised was known as the exploration loan. As briefly 
as possible, and with no bitterness, I would like to recount for vou my 
own experience with that instrument of financing. 


REOPENING OF MINE ADVISED 


When I first became involved with the Birdie, through inheritance, 
the mine had not operated for over 35 years. It was closed and 
inaccessible. I had some reliable information which I reviewed with 
Mr. Miller, Director of the Bureau of Mines in San Francisco, and 
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with Mr. Volin of the Bureau of Mines. I asked first, based on this 
information, and to be answered unofficially and informally, Does this 
property appear to be worth looking into at all? and second, Would it 
appear to qualify for an exploration loan? and both answered ‘‘ Yes”’ 
to both questions. 

I thereupon came to Butte, engaged engineering and geological 
assistance, and prepared an application for an exploration loan. I 
took the application to Spokane and reviewed it with the field team 
and received their approval. The application went to Washington. 
I came back to Butte with a complacent smile on my face. The 
smile lasted about 2 weeks, when I received a letter over the signature 
of Mr. Tom Lyon. The first paragraph of the letter recited the 
salient points in the application. The second and last paragraph 
said that the ore deposits shown were probably all mined out in 1916, 
and the application was rejected. 

I investigated and found reliable evidence that no mining had taken 
place since 1908. With that information, and after revising the 
exploration program to reduce its scope and its costs, I reviewed the 
revised application with the field team, and it in turn was sent to 
Washington. After some 6 weeks had gone by, and I had received no 
response, I wired Washington, D. C., and pointed out that 7,000 feet 
up the Rockies was not Palm Springs, and I would appreciate receiving 
their decision before all the good working weather was gone. 


MAIL IMPROPERLY ADDRESSED 


I then received a reply which indicated their verdict on the second 
application had been reached and put in writing on July 9. I wired 
on August 2. Their letter, however, was improperly addressed, 
although my address has not changed since I first came to Butte, 
and even after the letter was returned unclaimed, no one reviewed the 
file to see whether a more proper address was available. 

At any rate, the second letter of rejection is rather a remarkable 
document. In the interests of time, I shall resist the temptation to 
quote from it. Nevertheless, the application again stood rejected. 

In reference to it and apropos of that second letter of rejection, a 
member of the DMA field team for region II offered a further com- 
ment that the members who rejected the application were sure of the 
information they advanced in denying it. 1 quote: 

Information received by Mr. Weissenbom indicates at least one member has 
personal knowledge of the mine and had hoped that they would find the appli- 
cation a worthy one. I personally believe an investigation of the possibilities in 
the mine is warranted, but you will agree that further efforts in your behalf by 
the field team would be useless. 

It so happens that the Chief of the Bureau of Mines in Washington 
was a personal friend of ours. We communicated to him a few of the 
facts with reference to the Birdie project and asked him for any sug- 
gestions he might have. The reply of his in general was as follows: 
He had inquired of Mr. Tom Lyon as to the reason for the unfavorable 
decision on the loan for the Birdie. He stated that whereas he had 
seen the mine many years ago and knew the circumstances, the reason 
for the rejection of the application was an insufficient favorable 
showing in the report from the DMA field team, 
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Being only human, I couldn’t resist the temptation to include that 
sentence in the next letter to Spokane, and their reply, I quote 
briefly: . 

You will recall the DMA field for region IT transmitted a memorandum under 
date of June 29, 1951, to the Chairman of the Tungsten Committee, DMA, 
Washington, D. C. This urged reconsideration of the application after the first 
denial on the basis of certain evidence presented by you. I think this second 
letter is an indication that the field team recommended approval of your appli- 
cation. 

Well, being perhaps more fortunately situated than most of the 
prospectors this regulation was designed to help, | was able to go 
ahead on my own, using entirely private funds, and reopen a portion 
of the workings. We found there the tungsten ore we had expected 
to find, and a considerable additional showing. The Bureau of 
Mines, through the regional office—and I want to state here that the 
regional field team has been most helpful and cooperative throughout, 
and I am grateful for it. 


FIVE EXPERTS EXAMINE MINE 


The mine, or the exposed portion of the mine was sampled, and 
after the sampling was done, and while waiting the assay results, 
five different individuals also examined the mine. Each of them were 
well qualified in the mining field, and each has recommended to me 
that I further explore the tungsten showing, and I have now filed a 
third application, which is in Washington, requesting the sum of 
$15,000 to rehabilitate the remainder of the old drift and to raise and 
sink on the western end of the tungsten ore deposit. 

There is no particular moral involved here, except while I have 
omitted some of the frustrations, and while we as yet haven’t any 
final results, in my experience that is all there is to getting an explora- 
tion loan. If you have no questions—— 

Senator Murray. Did your application involve any question of 
participation in the program yourself? 

Mr. Marerra. Definitely. 

Senator Murray. You were willing and able to comply with that? 

Mr. Marerra. I think that is proven by the fact that we went 
ahead on our own hook as far as we could. 

Senator Murray. But, it would be very unfair for the Govern- 
ment to expect the individual to go to the tremendous expense of 
developing one of those properties unless there was some Govern- 
ment incentive. The minerals were being developed for the national 
defense, and the Government ought to make a contribution toward 
the exploration. What was the mine operated for before it was 
considered to be a tungsten property? 

Mr. Marerra. It has been known as a tungsten property in prior 
years in articles in the Mining World as far back as 1902 and 1903, 
and similar publications. At that time it was not an attractive 
proposition. 

Senator Murray. Unless there was an emergency which would 
require a great demand for tungsten, there was no possible chance of 
getting development of those properties in those times. 

Mr. Maretta. That’s right. The property quit mining because of 
water, which is no problem for modern equipment at all. 














48 DEFENSE MINERALS POLICY 


Mr. Broapeatsr. How long ago did you file the original application? 

Mr. Marerra. May 28. 

Mr. BroapGarr. Have you heard anything from the third applica- 
tion? 

Mr. Maretra. Not as yet. 

Mr. Broapgate. If you do get an exploration loan and continue 
with your work, do you presume you will require a later production 
and expansion loan on the property? 

Mr. Marervra. I think that is a very logical assumption. 

Mr. BroapGars. Do you think you will be able to produce tungsten 
profitably unless there is a change in the pricing program and a refining 
plant put in Butte? 

Mr. Marerra. The second point is essential. In itself a change in 
the price would not make it a profitable operation. With the present 
price schedule and facilities for refining available in Butte, I can mine 
tungsten here at a small but reassuring profit. 

Senator Murray. I think there should be an effort to finance that 
kind of exploration. If the Government is in need of tungsten, the 
only way they are going to get it is to try to help the small producer 
develop it. We are glad to have your statement in the record, and 
we will be glad to ask about®sour application in Washington. 

Senator Ecron. Did you have operations in World War II? 

Mr. Marerra. No; the mine was closed in World War II. 

Senator Murray. Mr. Mittendorf is here as a witness. You might 
talk over the matter with him and see if you can’t get some more 
assistance. 

Now, we want to hear something from witnesses on the subject of 
chrome. Mr. Mouat, Mr. W. Mouat or William G. Mouat are here, 
I assume? 


STATEMENT OF M. W. MOUAT AND W. G. MOUAT, OF MOUAT 
NICKEL MINES, INC. 


Mr. M. W. Movar. Mr. Chairman, about half of our chrome prop- 
erties were leased to the George Wingfield Co., of Reno and San Fran- 
cisco, and we just have a brief statement to make, and with your per- 
mission, I will have my nephew, who does some of the attorney work 
for them, make that statement. 

Senator Murray. That will be satisfactory. 

Mr. Wituiam G. Movar. Mr. Chairman, this is a very, very brief 
statement. 

Senator Murray. Identify yourself first for the record; give your 
name and address. 

Mr. Movar. William G. Mouat, of Billings, Mont. 

Senator Murray. You may be seated, if you wish. 

Mr. Movar. Thank you. I am William G. Mouat, of Billings, 
Mont. I represent at this hearing, Mr. M. W. Mouat, president of 
the Mouat Nickel Mines, Inc., who, with his associates, owns and con- 
trols the Mouat chrome mines at Nye, Stillwater County, Mont. Mr. 
M. W. Mouat makes the following statement: 

We have in Stillwater County, Mont., approximately 80 percent of the known 
chromite reserves in the United States. Our chrome property was operated by 
Anaconda Copper Mining Co. on behalf of the Government during World War II. 
Our property was leased again on October 26, 1950. ‘This lease was assigned to 
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the present lessee. We have no information at this time as to when our property 
will be reactivated. ‘The present lessee may have some information regarding 
this, I do not know. 

At the close of World War IT, there was a $8 million mill and mining invest- 
ment at my property. This has been largely demolished, vandalized, sold for 
junk. The Government probably did not get more than $150,000 for the plant. 
The plan now is to rebuild the plant. 

I am deeply concerned with the procurement of minerals and hope to obtain 
further information at this hearing today, especially with regard to the chrome 
development and procurement in Montana. 

That is all I have at this time. 

Senator Murray. I might ask you a few questions. Does the lease 
which you have now outstanding require the lessee in a certain time 
to begin operations on the property? 

Mr. Movar. No, it does not. 

Senator Murray. What are the terms of the lease? What require- 
ments are contained in the lease with reference to the activity of the 
lessee? 

Mr. Movar. There is a minimum rental requirement in the lease, 
and the lease asks for a minimum production of at least 300 tons a day 
after 6 months from the date of the lease, but if this 300 tons per day 
schedule is not met, then the rental requirements in the lease are 
increased. 

Senator Murray. So that if they fail to carry on the development, 
they would be required to pay additional rent? 

Mr. Movar. That is correct, Mr. Chairman. 

Senator Murray. But there would be no requirement that they go 
into production? 

Mr. Movar. There is no production requirement, no absolute re- 
quirement; no, sir. 

Senator Murray. This property was operated during World War II 
by the Anaconda Co. for the Government? 

Mr. Movar. That is correct. 


FEDERAL GOVERNMENT PAID FOR OPERATION 


Senator Murray. They acted as agents of the Government. The 
cost of the operation was carried by the United States? 

Mr. Movar. Yes, sir. 

Senator Murray. Was there a mill on the property? 

Mr. Movar. There was a mill. 

Senator Murray. It was concentrates that were shipped, then, from 
the property? 

Mr. Movar. Correct. 

Senator Murray. They had to be shipped away back East to Pitts- 
burgh and Niagara Falls and other places back there? 

Mr. Movar. Just how much was shipped and where it was shipped, 
I can’t say for sure. I understand there was chrome concentrates 
shipped, and I am not certain of the point of shipment. 

Senator Murray. This is a huge deposit of chrome, and would be 
very valuable to the Government in case of war. Is it your under- 
standing that the ore is of sufficient value to expect a successful opera- 
tion of the mine without any assistance payments to assist them in 
meeting the cost of operation? 

Mr. Movar. You mean without increasing the present commercial 
or domestic price of chrome? 
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Senator Murray. Yes; could it be operated successfully at the 
domestic price of chrome? 

Mr. Movar. I cannot say as to that, but the understanding I have 
from the conversations I have had is that the existing present domestic 
price of chrome would not warrant the operation of this property 
without an increase. 

Senator Murray. Well, would there be a necessity of having a 
smelter in connection with it in order to make it more profitable to 
operate? 

Mr. Movar. No, I don’t believe so. I think that there could be 
an upgrading plant in connection with the concentrating mill to up- 
grade the ore. 

Senator Murray. I understand Mr. Eichelberger is the man repre- 
senting the lessee? 

Mr. Mova.. He is the consulting engineer of the lessee. 

Senator Murray. We expected to have him here for this hearing. 
We had requested his attendance, but I understand that, owing to the 
illness of his wife, he was not able to come, but we will be able to have 
him appear in some further hearings in Washington. 

Mr. Movart. I think that would be more suitable than any repre- 
sentation that I know of today. 

Senator Murray. Thank you. Mr. Kingsbury. Mr. Kingsbury, 
will you identify yourself for the record? 


STATEMENT OF WALLACE KINGSBURY, MEMBER OF THE 
MONTANA STATE RESOURCES DEVELOPMENT BOARD 


Mr. Kryeaspury. My name is Wallace Kingsbury. I am a stock- 
man and farmer living at Valier, Mont. I am also a member of the 
Montana State Resources Development Board. I am inexperienced 
as a mining man, although I own an interest and I am a director of the 
Chrome Products Corp., with its main office in Livingston, Mont. 

Senator Murray. The mine is known as the Benbow? 

Mr. Kinassury. It is the Benbow mine located in Stillwater 
County. 

Senator Murray. Have those properties been developed to any 
great extent? 

Mr. Kinessury. Yes, sir. The present corporation is composed 
of a group of individuals who acquired the ownership of those claims 
in 1917, and have held them continuously since, and they have under- 
taken at various times to interest other people in the development of 
the properties, and in the fall of 1941, Mr. Leo H. Timmons, who is 
president of the Chromium Mining & Smelting Co., Ltd., of Canada, 
entered into a contract with the Chrome Products Corp. for the open- 
ing and development of those properties. 

As you know, Pearl Harbor happened on the 7th of December 1941, 
and the Government immediately was in war. In January of 1942, 
our Government required us to abrogate or cancel our contract with 
Mr. Timmons and his company, and in lieu thereof forced us to enter 
into negotiations with the Metals Reserve and Defense Plants Corpor- 
ation. Basically, the contract with our Government was practically 
the same as we had with Mr. Timmons. 
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WASTE OF TAXPAYERS FUNDS A CRIME 


However, as a matter for the record, I think our Government erred, 
inasmuch as had a private individual undertaken to establish the 
domestic chrome industry in this State, we today would have that 
industry here instead of a vandalized expenditure of $5,000,000, which 
to me is as much of a crime as the act that was performed at Pearl 
Harbor. It was a direct waste of taxpayers’ money. 

Senator Murray. Were there any corporations asking to take over 
and operate those mines at the close of the war? 

Mr. Kinassury. I think not, Senator. The Anaconda Copper 
Mining Co. of Butte was the Government’s agency that operated the 
property, and I wish to state for the record that had it not been for the 
United States Bureau of Mines and the Chrome Products Corp., the 
property today would be practically unable to be reactivated. The 
Bureau of Mines has seen fit to remain there with men ever since 1944, 
when the operation ceased, and they have developed the property, 
and discovered additional ore bodies and reserves, and kept the thing 
in good shape. The Chrome Products Corp. took advantage of some 
of the surplus that was sold there, such as trackage and pipe that were 
in place, and purchased that and have kept the property in shape so 
that with very little time or expense we could go back into production. 


LITTLE RECEIVED FROM SCRAP SALE 


Now, during the war, the Government saw fit to spend, as I stated, 
the sum of $5,000,000. They took out 180,000 short tons of chromite 
ore, being concentrated down to approximately between 75,000 and 
80,000 short tons of 41% percent grade chromite. For the expense 
that they went to by taking out such a small tonnage, it seems a crime 
that that property could not have been left intact, because the actual 
money that the Government received for what scrap they sold 
amounted to nothing. We have, at the present time, between 500,000 
and 550,000 short tons of chromite ore blocked out. That is the 
estimate of the Anaconda Copper Mining Co. The United States 
Bureau of Mines says that that is too small; that it is greatly in excess 
of that. 

Senator Murray. Did the Anaconda Co. operate Benbow mines 
during the war? 

Mr. Kinaspury. Yes, they did. 

Senator Murray. And the $5,000,000 was spent on the Benbow 
property. 

Mr. Kinessury. On the Benbow. And the United States Bureau 
of Mines further states that they have known reserves of 1,000,000 
tons of ore above the Eclipse tunnel. It is something like 750 feet 
down the mountainside from the top. We also know where the Still- 
water River cuts the vein of chromite ore is something like 3,000 feet 
below the top, so there may be many millions of tons of reserve there. 

Senator Murray. Have you approached any Government agency 
with reference to reactivating the property at this time, or made any 
application to them for loans? 

Mr. Kinassury. No, Senator; we have not. No funds would be 
needed for actual exploratory work. The exploration is there. We 











52 DEFENSE MINERALS POLICY 


know reserves of ore are available; and it mighi be well to mention 
that the only user of our grade of chromite is the Chromium Mining 
& Smelting Co. in the manufacture of their product called chromex. 
The fabricators of steel and iron in this country recognize it as being 
better than any ferrochrome that can be developed, and Mr. Timmons 
undertook negotiations with us as early as the summer of 1950 for the 
purpose of opening the mine and reconstructing things, but those 
negotiations failed because of transportation and power costs. 

Senator Murray. If he had the transportation and the power, 
transportation rates that would be reasonable and fair and had power, 
he could undertake the development of those properties himself with- 
out any Government assistance? 

Mr. Kineassury. I think it would require some RFC financing. 

Senator Murray. But no subsidy? 

Mr. Kinessury. No, sir. 

Senator Murray. He didn’t ask for a subsidy; he might require 
a loan. 

Mr. Kinessury. In the negotiations we had with Mr. Timmons in 
the summer of 1950, there was no requirement on our part of an in- 
crease in the price we would get for our chromite concentrates. It 
was practically the same as the contract we had with our Government 
under the Metals Reserve C orporation during the past war. 

Senator Murray. And Mr. Timmons is still actively engaged in 
efforts to get proper transportation rates and allocations of power 
to enable him to undertake development of this chrome? 

Mr. Kinessury. | think were he able to get those rates there isn’t 
anv doubt but that he would be at the present moment. His smelter 
at Sault Sainte Marie is getting its chromite, I presume, from Canada. 

Senator Murray. And Africa? 

Mr. Kineassury. And Africa; and they definitely show a marked 
increase in the amount of chromex produced over the past few years. 

Senator Murray. Yes, I understand the mining of chromium has 
greatly advanced, and it would seem Mr. Timons is qualified to 
carry on the development of those properties if he can succeed in get- 
ting the power, fair transportation rates, and possibly some initial 
loan to start the property going. 

Mr. Kinasspury. That is correct. 

Senator Murray. Of course, at the close of the war, these properties 
were declared surplus and an agency was set up by the Government for 
the purpose of disposing of them. That was without giving any 
thought or consideration to the fact that it might be possible that they 
might get into war again in the near future. 

Mr. Krnesspury. That is correct. 


PROPERTIES SOLD AS SURPLUS 


Senator Murray. And as soon as it was discovered that there was 
another emergency developing, they have discontinued those activi- 
ties, but they have already wrecked the pls int there at the Benbow? 

Mr. Krnessury. For the most part, that is true. We have four 
buildings left at the mine site; we have tracks in place and pipes in 
place; a headframe is over the shaft. The shaft has some water in it, 
which is of minor consequence. That would be‘quickly removed with 
the pumps. The ore bins are there at the terminus of the tramway, 
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and the foundation still remains at the mill site. They built a founda- 
tion of concrete there, which looked for permanency at the time it was 
constructed. We implored them not to destroy that when they did 
tear down the building, and they were considerate enough that they 
left the concrete foundation. 

Mr. Broapvcater. Has the Government or any representative of the 
Government approached you or your associates with a plan for re- 
activating the property? 

Mr. Kinessury. No, they have not, sir. 

Mr. Broapcatr. Do you anticipate filing an application yourself 
for that purpose? 

Mr. Kinespury. I think it would be well if we did, and I would 
welcome the proper forms or instructions from you, Mr. Broadgate, 
or the honorable Senator, so that we could go further with that. 

Mr. BroapeGare. Perhaps Mr. Klein has some in his bag. 

Senator Murray. Very well, we appreciate your testimony, and 
we will call it to the attention of the Government. 

Mr. Kinespury. Can I depend on Mr. Broadgate seeing that 
proper forms are sent? 

Mr. Broapaatsr. Yes. 

Mr. Kinespury. If you will send them to the Chrome Products 
Corp. at Livingston, Mont., they will reach the secretary and 
president where they will get proper handling. 

Mr. Broapgater. I would be much obliged if you would put a note 
in my box. 

Mr. Kinesspury. At the Finlen? I will do that. 

Senator Murray. Mr. James F. O’Brien of the American Federa- 
tion of Labor is here and will introduce Mr. Bill Mason, who will 
talk about the copper situation. 

Mr. O’Brien. Mr. Chairman, I am representing the Metal Trades 
Department and Metal Trades Crafts in Montana. When the miners 
received their invitation to attend this meeting of the Senate Interior 
Committee, they first figured that they would make their own pre- 
sentation. After thinking it over, we held a joint meeting of the 
Crafts and the Mine-Mill, at which a joint statement was drawn up, 
which will be presented by Mr. Bill Mason. Mr. Bill Mason. 

Senator Murray. Mr. Mason, state your name and position and 
place of residence. 


STATEMENT OF WILLIAM MASON, MEMBER OF THE EXECUTIVE 
BOARD OF THE INTERNATIONAL UNION OF MINE, MILL AND 
SMELTER WORKERS 


Mr. Mason. My name is William Mason. I am a member of the 
executive board of the International Union of Mine, Mill and Smelter 
Workers, the jurisdiction of which, I believe, embraces most of the 
workers in the mining, smelting, refining, and fabricating industry. 

Mr. Chairman, and gentlemen of the legislative and executive 
departments of our Government, the statement that Mr. O’Brien 
referred to is not a long paper. 

I will now read it: 

Until the vear 1940 the United States was a large copper exporter. During the 
vears from 1901 to 1940, inclusive, the net exports of copper from the United 
States were 4,626,505 tons. However, commencing with 1941 and including the 
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year 1950, the United States was required to import 4,499,893 tons. In other 
words, during the past 10 years the United States has been required to import 
substantially as much copper as was exported during the preceding 40 years. 

Current information from various departments of the United States Govern- 
ment indicates that at the present time copper supplies in this country are exceed- 
ingly short of the needs of the country for its domestic and defense requirements, 
Indeed, the civilian use of copper has been curtailed to the extent that it is 
threatening the survival of many industries and resulting in large unemployment 
in the copper fabricating plants of this country, as well as in industries using 
copper products. The brass mills and the wire and cable mills of this country are 
largely on a 3- and 4-day workweek basis which results in inadequate wage income 
to the workers for their survival. 


HIGHER FOREIGN PRICE 


Copper is being sold abroad at prices from 45 to 56 cents a pound. A ceiling 
price in this country for foreign copper coming into this country has been set at 
27% cents per pound by the Office of Price Stabilization. Yet in spite of the price 
abroad and of the ceiling price for foreign copper sold in this country, the Office 
of Price Stabilization has set a ceiling price of 24% cents per pound for copper 
produced in this country, and by its release of October 15, 1951, following an 
increase in the price of lead and zine by 2 cents per pound, in which it stated that 
lead and zine scrap would be in line for an upward revision of ceiling prices at an 
early date, it stated that no action is contemplated “with respect to an upward 
revision of ceiling prices for primary copper, copper and copper alloys scrap, brass 
mills scrap, brass anill products, or aluminum scrap.”’ 

The unions representing the men who labor in the copper industry are at a 
loss to understand why the copper industry should be singled out for discrimina- 
tion by the Office of Price Stabilization. With the price abroad being more than 
double the domestic ceiling price, due to the world shortage of copper, and with 
the ceiling price for foreign copper being set at 2744 cents per pound it is impossible 
for us to understand why domestic producers of this vital metal should be dis- 
criminated against by a ceiling price of 24%4 cents per pound being maintained 
The domestic ceiling price should be raised immediately to at least the ceiling 
price for foreign copper sold in this country, and we demand that this be done. 


PRICE BASED ON LOWEST-COST PRODUCER 


Apparently the Office of Price Stabilization has fixed its ceiling price on domestic 
production on the basis of the cost of the lowest-cost open-pit producer in the 
United States without regard to the effect of such ceiling price on other producers. 
This is an erroneous policy, and can only lead to drying up the domestic copper 
production in the United States. Underground mines are required to employ 
four times the manpower employed by the low-cost open-pit producer, per pound 
of copper. and yet the country is dependent for a substantial portion of its domestic 
supply of copper upon the underground mines. 

Some of the underground mines, as in Butte, Mont., produce other metals than 
copper in addition to their copper production, such as zinc and manganese, and are 
able to produce their zinc and manganese at a profit under present ceiling prices, 
particularly with the recent increases in the price of zine, while they are not able 
under domestic ceiling prices to produce copper at the present time at a profit. 
Consequently, these producers are naturally and properly turning their attention 
to the metals that can be produced at a profit and are eliminating the unprofitable 
copper production. 

DISPLACEMENT OF LABOR 


This results in displacement of labor in the copper mines, the displacement of 
labor in the copper smelters and refineries, and further unemployment and lesser 
employment in the copper-fabricating plants. Other copper producers who are 
at all able to remain in the production of copper are required to raise their grades 
by bypassing lower grades in their mining operations because the current ceiling 
prices does not justify the mining of the lower grades, and such lower grades are 
thereby lost forever to the economy of the United States and to our defense effort, 
for when current mining has once passed lower grades by it is only under very 
exceptional circumstances that remining ever occurs. 

Even for the low-cost producers higher prices for copper would not result 
of itself in the higher earnings except to the extent that greater production would 
be involved. With the higher prices the result would simply be that lower grade 
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material, which would otherwise be bypassed, would be produced with a resultant 
larger tonnage of copper production. This is fundamental in the mining industry. 

Also, the copper producers have been discriminated against as compared with 
zine producers from the standpoint of the historic prices of the respective metals. 
Thus the average price for zine over the past 30 years has been 6.9 cents per 
pound, with a current ceiling price of 19.5 cents per pound, or an increase of 
182 percent. 

SUBSIDIES NOT THE ANSWER 

On the other hand the average market price for copper during the past 30 years 
has been 13.3 cents per pound, with a current ceiling price of only 24.5 cents per 
pound, or an increase of only 84 percent. Thus on the basis of the historic relative 
price of the two metals, the current price of copper as compared with the current 
ceiling price for zinc, should be 37% cents per pound. 

Many other facts and arguments could be marshaled in support of the position 
we of the unions take. The simple fact is that the present discriminatory ceiling 
price imposed upon domestic production of copper is drying up that production. 
The argument is advanced by some that subsidies should be employed in particular 
instances. 

Subsidies are not the answer. First, the ceiling price should be raised to at least 
the ceiling price on foreign copper. In fact, it would be more realistic to place 
the ceiling price on its historic basis, as compared with zinc. Then after a realistic 
ceiling price has been applied, consideration could be given in special instances 
where the production was badly needed and it was determined that the realistic 
ceiling price was not adequate for such production. 


PROFITS NOT THE ISSUE 

In presenting the foregoing we are not pleading a case of profits for industry. 
We are presenting this matter, however, on the basis of keeping a sufficient copper 
production moving for the domestic and defense needs of our nation, and in order 
that there may be maintained profitable employment by American labor. 

To this end we demand that producers join with us in seeking an elimination 
of the inequities and discriminations, herein set forth, which constitute a handicap 
to industry and labor alike, and which prevent the development and production 
of the available domestic copper reserves which are so vitally needed in our defense 
effort and domestic economy at the present time. 

I have been urged by my fellow union men to take the liberty of 
using this occasion to state, particularly to you, Senator Murray and 
Senator Ecton, our position on another matter which we feel has an 
effect on the industry and the welfare of the people in the industry 
that we represent. I am referring to the settlements made between 
the operators and our respective unions in negotiations this year. 


WAGE CONTRACTS AWAIT ACTION 


The operators and our unions have settled their differences, have 
signed contracts, and these contracts in many occasions await decision 
by the Wage Stabilization Board. We are going to urge you, Senator 
Murray and Senator Ecton, to use your good offices to see that the 
Wage Stabilization Board approves these contracts, the approval of 
which would mean stabilization in the mining, smelting, and fabricat- 
ing industry, and the approval of which w ould mean stabilization of 
badly needed manpower in our industry. 

We, from the unions, are at some pains trying to explain this incon- 
sistency in what we often refer to as the democratic process down in 
Washington. It takes the people in Washington a matter of hours 
and minutes to slap injunctions on us and restrain collective bargain- 
ing, but it takes them months and weeks to act in the cases wherein 
unions and operators have agreed upon settlements. We find it diffi- 
cult to get our members to understand this inconsistency. We would 
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urge you two gentlemen to continue using your good offices to the end 
that approval by the Wage Stabilization “Board is granted to the con- 
tract between the mining companies and our respective A. F. of L. 
and Mine and Smeltermen’s Unions. 

Senator Murray. Thank you for your very able statement. I am 
sure your statement contains many matters that will require very 
careful consideration of the Government, and your remarks also about 
wages. As you know, I have always been on the side of the workers 
getting decent wages and supported the program of the administration 
when President Roosevelt came into power, and recognized the right 
of labor to organize and bargain collectively and get good wages. “As 
a result of that program, the country has been tremendously benefited. 
You may be sure I will continue carrying on in that manner as I have 
in the past. 

Senator Ecron. May I state, Mr. Mason, I want to tell you that 
all of us will keep encouraging these bureaus we have down there in 
Washington to hurry along and try and cut the red tape and make 
their final decision and give their approval as soon as possible. 

Mr. Mason. Thank you. 


STATEMENT OF I. E. SERIGSTAD, MANAGER, NORTH BUTTE 
MINING CO. 


Senator Murray. Mr. I. E. Serigstad and Mr. C. L. VanAlstine of 
the North Butte Mining Co. will now be heard from. 

Mr.. Sertestap. My name is I. E. Serigstad. I live at Butte. 
Mont. I am a graduate mining engineer from the University of 
Minnesota. I have worked for the North Butte Mining Co. since 
1942. At the present time I am manager of that mine. I would 
like to tell our story. 

Senator Murray. You are general manager of the North Butte, 
you say? 

Mr. Sreriastrap. Yes, sir. The North Butte Mining Co. is the last 
surviving independent producer of any consequence in the Butte 
district. It is one of the famous mines. Our property is divided into 
two portions; the producing area on the Butte hill, 208 acres, is 
located right in the heart of the Butte mining district. We also own 
another 1,100 acres on the outskirts which is regarded as prospective 
copper-producing territory. North Butte Mine has operated from 
1905 steadily up until 1923. 


MINE AN OUTSTANDING PRODUCER 


It suffered a series of financial set-backs and went through a re- 
ceivership hy went into the depression, and some people wonder why 
we are still alive. At any rate, that mine up there has produced the 
total of over 483 million pounds of copper. It has produced as sort 
of a byproduct about 94 million pounds of zine, 19 million ounces of 
silver, and almost 25,000 ounces of gold. This production had a net 
smelter value of about $82 million. 

Senator Murray. Over what period was that production? 

Mr. Sericstap. That production is from 1905 up to the present 
time. 
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Senator Murray. Then you had considerable production during 
World War Il? 

Mr. SericstaD. Yes, sir. 

Senator Murray. You will go into that; will you? 

Mr. Seriastap. Yes, sir. Out of this total production there was 
about $15 million, or over $15 million in dividends paid. During the 
war vears, the second World War penod, there was produced approxi- 
mately one-half million tons of copper ore which yielded us 35 million 
pounds of copper with some silver and gold. Our highest monthly 
production was about 906,000 pounds, which, if sufficient labor had 
been available, could have been increased easily to 1% million pounds 
per month. 

REOPENING EXPENSIVE 


The mine itself is equipped with a shaft 3,700 feet deep; 1,850 
horsepower electric hoist; it has the necessary machine shops, dry 
facilities, and equipment so it could operate. The mine cannot oper- 
ate at the present price of copper. In fact, it has been closed down 
since the termination of the premium-price plan in August ne 

Senator Murray. Would reactivation of the property be a very 
expensive undertaking? 

Mr. Seriastap. Yes, sir. During any close down of a copper mine 
you get deterioration, not only of the shaft, but also of the workings 
underground. ‘The ground is heavy and swells; you have water 
problems. Our mine can be reopened for copper production. It 
would take us 18 months, roughly, to get into production of a million 
tons a month. We have the ore reserve to support that kind of pro- 
duction. The mine is about 40 percent developed, so it could con- 
tinue at that production indefinitely. 

In Butte it is the common practice to open up enough ore and keep 
enough ore in sight to operate for a period of roughly 2 years. You 
could develop and open up additional ore. You could open up 10 or 
15 years ahead, but it would be uneconomical because the cost of 
keeping vour work open is too much. We followed the accepted 
Butte practice in the developing of ore reserves. Our results, I be- 
lieve, have been characteristic of the district. 


ORE BLOCKED OUT 


At the present time we have blocked out, or being blocked out, 
ore—I mean ore that is figured out as being in place and ready to 
mine and figured according to the accepted Butte practice—we have 
over 400,000 tons of copper ore, we have 419,442 tons blocked out. 
It has an average grade of 40 percent. This ore cannot be mined 
under present markets. In addition to the copper reserves we have 
zine ores 

Senator Murray. You say the ore you have blocked out there 
could not be mined under present prices? 

Mr. Sericstap. Yes, sir. 

Senator Murray. How much of a price would you need? 

Mr. Sertcstap. We would need a price in excess of 30 cents. 

Senator Murray. If you got that price there is no doubt but what 
vou could furnish a very large amount of copper. 
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Mr. Sreriastap. We would need one other important thing. We 
would need a long-term contract for production over 4 or 5 or 10 years 
so we could amortize our excessive reopening cost in that time. If 
we had to reopen for, say, 1 or 2 years’ production, why that copper 
we would get out might cost us 50 cents to a dollar a pound. 

Senator Ecron. It seems to me there is one other factor that would 
enter into it that you would neefl to consider to assume you could get 
your copper for 30 cents a pound. How about miners? Can you 
get enough miners to go ahead and mine it? I understand there is a 
shortage of miners right here in Butte right now. If we open up all 
these mines, what are we going to do for miners? 

Mr. SERIGSTAD. During 1944 to 1947 the same situation existed, a 
shortage of miners. It was more crucial then than it isnow. When 
we reopened their Granite Mountain Mine for production in 1946, we 
had to employ up to 300 miners. We had no difficulty in obtaining 
them. There was an awful lot of those miners came from out of town 
to work for us. Some of them came right out of the camp here. 

Mr. Broapa@ate. Mr. Serigstad, isn’t it true that the labor adviser 
of DMPA has already considered . your labor situation and given you 
clearance on it? 

Mr. Seriestap. That is true. I haven’t got to that portion of 
what I was going to talk about. We have an application in at the 
present time for a zinc loan. At the present time we are starting out 
and operating a leaching system. We have our engineers employed 
around the clock on our property. The addition of enough miners 
to bring our production up to, say, 200 tons of zinc ore a day would be 
so small as to be practically insignificant; for instance, the hard men 
to get, I am speaking of underground men, are your driftmen, your 
stopemen, your raisemen. 


ACTION BASED ON GOVERNMENT PLEA 


You can usually pick up enough motormen, station tenders, and 
so on, to run your operation, but the men, the crucial men, are those 
men that I first mentioned. To get into 200-tons-a-day production, 
all that we need is 14 more than we have got. We don’t need any 
more engineers. We have got them now. They are up there. The 
same is true of our pumpmen. 

But in 1950, right after Korea, we believed part of the stuff that we 
read in the papers, and the Government called for increased production 
from our mines, and we thought we were part of those they were 
talking about. We made up an application immediately to reopen 
the mine for copper. The reopening costs were large. We had to 
reestablish our ventilation system, and the loan that we asked for 
amounted to over a million dollars, a million and a quarter. On 
December 20—or, pardon me—we routed this application through 
Senator Murray’s office because we didn’t know who to send it to at 
that time, and we requested Senator Murray’s office to transmit this 
application to the proper interested Government bureau. On Decem- 
ber 20 we received notice that the Government was not interested in 
our copper production because it demanded over the market price, 
and our application would be put on file. 

Senator Murray. Was that December last year that the Govern- 
ment made that statement? 
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Mr. Seriestap. Yes, sir. In March of this year we revised our 
application so that we could mine our zinc ores. We have over 200,000 
tons of blocked out zinc ores that contain about 12.6-percent zinc, high 
grade. We can mine that at the present market price at a profit 
providing we can have a mill to treat it. 


MILL CAPACITY NOT ADEQUATE FOR PRODUCTION 


The only other mill, of course, is over at Anaconda, which is operat- 
ing at full capacity and one—I understand that they have to expand. 
They haven’t a big enough capacity for their own production. In 
order to put our mine into operation on the zinc, it would take us 
about 5 months before we would reach production of close to 900,000 
pounds of zinc per month. 

We applied for a loan of $993,000, of which six-hundred-seventy- 
some-thousand was for the building of a mill. The cost of the mill 
was based on an estimate by a milling company who was in that 
business and knew the type of ore that we are going to treat. We 
have had several letters back and forth on our application. There 
has been some delay. For instance, last September I was back in 
Washington and I contacted Mr. Mittendorf, who told me they were 
waiting at that time for a credit report for the RFC. Our properties 
are now hypothecated to the RFC. If anybody does, they know our 
condition. 

Anyway, it took them 2 months to get that. I understand that 
by the time it was forthcoming they had changed the rules, and they 
don’t need that kind of report any more, but the last I heard of it 
additional copies of the application had to be made, I don’t know who 
for, but that is just one of those things. I don’t blame all this delay 
on the engineers that have to handle this. 


POLICY MAKERS AT FAULT 


The policy they are working under is just like the conditions anyone 
else works under. They have their orders and they have their pro- 
cedure they have to follow, but I do blame those that set the policy, 
and it seems as if we have got a great big—call it a WPA program 
back there in Washington to drive mining companies crazy. All they 
turn out is forms, forms, forms. It takes a lot of time, but it doesn’t 
seem to do any good. 

Senator Murray. You are speaking now of the RFC? 

Mr. Sericstap. No; I am speaking of DMA. RFC is included, 
sure; they have forms, too. 

Senator Murray. They all have their forms. Have you any other 
comments to make with reference to your situation? If the Govern- 
ment is really in need of copper and zinc, the North Butte Co. is in a 
position to supply it? 

Mr. Sericstap. We will furnish the copper provided they will pay 
us for it. 

Mr. BroapGate. How long would it take to get into production 
providing you had a check tomorrow? 

Mr. Seriastap. For which? 

Mr. BroapeGate. Zinc. 
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Mr. Sericgstap. Our initial production of ore would come within 
15 to 30 days 

Mr. Broadgate. How long to get into major production? 

Mr. Seriestap. Five months. It would take us about 6 months t 
build a mill. 

Mr. Broapcare. Supposing the Government also passed on your 
copper application. How long would it take to reopen the mine and 
go ahead with the operation?* 

Mr. Sericstap. Our copper reserves are located in the lowest level. 
They are the most expensive levels to rehabilitate, and we have a 
ventilation problem in our lowest levels that we have to take care of, 
but we could get into production of 1 million pounds a month within 
18 months. 

Mr. Broapcater. The Government was apprised of the approximate 
lag at the time the applications were filed? 

Mr. Sericstap. We gave them a production forecast schedule. 

Senator Murray. Any further comments to make? 

Mr. Seriestap. Nothing further unless there are other questions. 

Mr. BroapGatr. Do you want Mr. Van Alstine to appear? 

Mr. Sericstap. Unless you want any testimony on how our re- 
serves are figured or anything of that sort, probably not. 

Senator Murkay. He agrees with you with reference to all the mat- 
ters you have been testifying to? * 

Mr. Sericstap. Yes, sir. 

Senator Murray. It wouldn’t be necessary to duplicate that testi- 
mony. It seems to me what we have here would be sufficient for our 
purposes. 

Mr. Sericstap. That is correct. 


STATEMENT OF JOHN T. POTTS, PRESIDENT OF VICTORIA 
MINES, INC, 


Senator Murray. John T. Potts, of Victoria Mines. 

Mr. Ports. My name is John T. Potts, president of Victoria Mines, 
Inc., operating at Silver Star and Sheridan, Mont. I am also presi- 
dent of the Gallagher Co., Salt Lake City, Utah, specialists in mining 
equipment, research, and mineralogy. I am going to try to point 
out some of the things that the small operator, including ourselves, 
is experiencing and is going through. 

If | may, I would like to give you a brief history of the Victoria 
Mines. Up until 1941, Victoria Mines was one of the old producers 
of this country. We were formerly known as a gold and silver 
producer. We had always made a success, or conducted a successful 
operation. 

Out of the clear sky came L-208 order, which closed us down. 
We were not satisfied to be closed down, and, therefore, we went to 
Sheridan, Mont:, and acquired some undeveloped zinc-lead claims. 
We had to build power lines and establish the property almost from 
the grass roots. We got to producing in 1943. We produc ed 832,332 
pounds of zine, 516, 104 pounds of lead in 1943; in 1944, 2,354,359 
pounds of zinc, 814,645 pounds of lead, or a total, up through 1948, 
of 8,060,698 pounds of zinc, 3,924,653 pounds of lead, and 60,341 
pounds of copper as a byproduct. 








* Note.—Up to August 31, 1952, neither the copper nor the zinc applications had been approved. 
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PREMIUM PRICE PLAN BROUGHT PRODUCTION 


That lead and zinc could never have been produced if it had not 
been for the premium price plan. That gave us an additional price 
to open up that property and pay back part of the costs to us. There 
were a lot of other producers throughout this Montana section in a 
similar category. 

The thing that happened was the premium-price plan was removed, 
and as anyone knows that produced lead and zine, the price started 
dropping until they were reduced down to 10 cents on your lead or 
10% cents on your zinc, or approximately that, so we were forced 
close that property because of the price situation. We have not 
been able to open it, and can’t open it today, although it is one of 
the good small potential producers of Montana. 

We returned to the Broadway property at Silver Star with the 
idea we might be able to continue to operate, reopen it and give men 
jobs and maybe make a little profit. We encountered, in cleaning up 
the caved drifts and raises, indications of copper ore that had never 
been unveiled before, so that we started investigating and found that 
possibly we could produce copper. We sts arted out to produce copper 
in 1948, November and December, 41,254 pounds of metal; 1949, 
357,723 pounds of metal, copper metal; 1950, 358,214 pounds, and 
1951 so far, 214,571, up to the end of October. 


PRICE MADE PROFIT IMPOSSIBLE 


That cost us a lot of money to rehabilitate the Broadway property. 
We have had indications from our geologists and engineers that there 
was a good chance of a much larger deposit within the property. 
During the time we had started, from 1948 to 1951, about 18 months 
ago, the price of copper was in such a condition that we couldn't 
make any profit, nor could any other real small medium-grade pro- 
ducer make any money. Our costs are as low as anybody’s in the 
country. We kept struggling on, and then the rumors of war started 
coming. 

Having the information from our geologists and other engineers, 
we were anxious to do everything we could for our Government, and 
in January, When the first information came out in connection with 
what the Government was going to do in trying to help the small 
producer develop new and additional amounts of mineral, we, without 
waiting for any plans to reach us or anything, went through our 
records carefully and filed with Washington, on January 26, a letter 
containing and giving them all our information and appealing for 
help in this development program. This is now December, and we 
have vet not had an acknowledgment of our letter of last January 26. 


NO INDICATION OF INTEREST 


Later in the year, we made another application and filed it through 
Mr. Boland’s office at Spokane. We have just recently received our 
DMA Docket No. 2157. That is all we were notified. We were not 
notified as to whether or not they are interested in our proposition, 
whether or not we can continue on, although in the applications, both 
in January and in September, we pointed out that we could not, at 
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the present price of copper, continue to operate at a loss and continue 
to develop. Every man in this room that has had anything to do 
with mining knows what the general principle is that when you extract 
a pound of ore, vou must try to develop a pound of ore. It is good 
solid, sound practice. 

How can anyone go back to the time when they paid us a premium 
price, encouraged us to get out ore during the last war, and then the 
prices dropped, and then they put a ceiling on your copper of 24% 
cents a pound, when you have had 5 to 6 years’ continuous increase 
in costs to every operator throughout the country. How can you 
possibly do it? We are either foolish now, or it was unjustified before. 


HIGHER PRICES REQUIRED 


If it were justified before to spend money to develop that ore, 
whether it is tungsten, lead, zinc, or anything else, it is certainly 
justified now for higher prices. How can they expect the small 
operator to try to develop anything. These men that were talking 
tungsten, I sympathize with them because we have gone through this. 
Now, our position is this: We cannot continue and unless I can get 
something out of Washington to help us, we can’t continue to go on, 
and they lose this metal. 

Se nator Murray. Are the properties operating now? 

Mr. Porrs. That’s right. We never closed down when _ the 
premium price went off because we had men with us, loyal men. 
Even at a loss we tried to keep them working. 

Senator Murray. You are operating at a loss now? 

Mr. Ports. Yes, sir. 

Senator Murray. How long can you continue doing that? 

Mr. Porrs. We can’t continue doing that, Senator. I am just in 
the same position as the North Butte. They can’t produce under 30 
cents. I told them in January after a thorough analysis of our opera- 
tions it would be 33's cents. In the meantime you have had another 
increase in wages and in your cost of materials and cost of merchandise. 
The gentlemen says up there, ‘‘Put it on the same parity as zinc at 
37'5 cents.”’ He has really got something. 

Mr. Broapgatrr. Have you applied to the General Services Admin- 
istration or DMPA for : contract to purchase your copper at over- 
market price sufficient to pay your present ope ration costs? I am 
not speaking of loans to pt the property; I am speaking about a 
request to them to pure ‘hase your copper at whesete price you need? 

Mr. Porrs. No, sir; I have not, because I didn’t know there was 
such a program existed. 

Mr. Broapaarr. | presume that very few people do, but I am 
informed if you have a mine which is _prese ntly operating and costs 
have arisen to the point where you can’t exist at the market that you 
may apply to DMPA or GSA for an over-market price sufficient to 
keep you in business. Mr. Klein will probably be able to corroborate 
that statement when he comes back and takes the stand. 

Mr. Porrs. Mr. Broadgate, if such a thing exists and we as an 
operating company were granted that in answer to a request of that 
kind, does that mean that every company who would send in their 
facts and figures could get the same relief? 
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Mr. Broapaate. I am, of course, not able to speak for GSA and 
DMPA. Mr. Klein is here today, but Mr. Howard Young some 
weeks ago informed me if a company in that position would apply 
for such a contract, giving its costs and reasons why it was going out 
of business because of rising costs against a fixed ceiling, that he would 
see to it that it got consideration and a contract which would keep 
them in operation. 

This was with reference to a copper property, probably a very 
similar case to yours, and I don’t know what the outcome will be, 
but I do know that a ee is being written at the present time, 
and I have hopes that by the time we return to Washington, it will 
be ready tosign. | think the reason there has been no announcements 
at all of the program is that it is only recently that any policy regarding 
an over-market price has been determined. Isn’t that true, Mr. 
Klein?* 

Mr. Kurin. That’s right. 


AID FOR SMALL PRODUCERS 


Mr. Porrs. I have heard so many conflicting stories that there 
will be no help of any kind given over market price to the small pro- 
ducers, that hike some of the men who sit in this room now, I have 
become so See raged 1 can’t go any further and fill out any more 
documents. I don’t think there is anything good for me as a small 
producer that isn’t good for John Jones. 1 think anything that is 
good for me that isn’t good for John Jones isn’t a good proposition in 
this country today. I don’t want to get something that I know the 
man out here at Twin Bridges, Silver Star, or any other place, who is 
struggling by the same as 1 am can’t get. If he can’t get it, I don’t 
want it. 

Mr. BroapvGater. Mr. Potts, that is what these hearings are for, to 
give miners information as to the Government’s problems and policies. 
Senator Murray wants to help everybody he can. | am staying over 
personally all day tomorrow to talk to any people with problems. I 
would be glad to go over your case and see what sort of an application 
should be filed, and take it up with Mr. Young personally. 

Mr. Porrs. ‘Thank vou very much. 

Senator Murray. Mr. Trauerman wants to make a statement with 
reference to copper. 

Mr. TrRavERMAN. With reference to copper, | would like to have 
inserted into the record for copper, lead, and zine that part of the 
declaration of policy of the American Mining Congress at its annual 
meeting in Los .egeles on October 22-24, 1951, that is marked with 
blue pencil on page 2, called the Government minerals programs. 

The matter referred to is as follows: 


GOVERNMENT MINERALS PROGRAMS 


Pursuant to the Defense Production Act, the Government has assumed author- 
ity to regulate the mining industry during the emergency by means of allocations, 
price controls, wage and salary stabilization, taxes, and similar devices. In 
exercising that authority the Government through its administrative agencies has 
assumed certain responsibiiity to the industry. 


* NOTE Mr. Potts subsequently shut down the Victoria for lack of G 
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We urge these agencies to cooperate with the mining industry and establish a 
realistic minerals program with emphasis on production and the development of 
adequate ore reserves. To this end we recommend prompt action that will— 

1. Provide a supply of metals and minerals sufficient for national defense and 
essential civilian use by removing deterrents to production and providing appro- 
priate incentives, the most powerful incentive being a uniform price structure. 
Present ceiling prices in some instances prevent the maintenance and expansion of 
domestic production. 

2. Assure stable metal prices for a sufficient time to stimulate mine development 
and permit additional production. 

3. Maintain and extend the ore reserves needed for national security by con- 
structive administration of the tax law recently approved by Congress and thereby 
further the development of our mineral wealth and make venture capital available 
for the speculative endeavor of developing new mines. 

4. Afford to domestic mines at least the same price and other considerations and 
advantages given foreign properties. 

And I also want to read into the record a similar resolution adopted 
by the Northwest Mining Association at. its 1951 annual meeting at 
Spokane on November 30 and December 1, 1951. It is headed 
“Government minerals program” 

We urge the Government agencies which have assumed authority to regulate 
the mining industry during the emergency to: (1) Assure stable metal prices for a 
sufficient time to stimulate mine development and warrant the expenditures 
necessary to increase production; (2) afford to the domestic mines at least the same 
price and other considerations and advantages given to foreign producers; (3 
take consideration of the fact that the present ceiling prices in some instances 
prevent the maintenance and expansion of domestic metal production. 

Senator Murray. Thank you, Mr. Trauerman. The next witness 
will be Mr. Hammond, of Butte, of the Hammond & Everly Engineer- 
ing Co. Is Mr. Hammond here? 


STATEMENT OF ROY HAMMOND, HAMMOND & EVERLY 
ENGINEERING CO. 


Mr. Hammonp. Mr. Chairman, my name is Roy Hammond. Iama 
graduate of the School of Mines 16 years ago. Since that time I have 
been employed steadily in the mineral industry; and in the past 5% 
years, I have been associated with my partner in the consulting 
engineering capacity and the customs assay office, and during that time 
I have had a chance to see many of the small mine operators in the 
State of Montana, and to find out their problems. 

I would like to speak to you today about the problems of the small 
producer. Some of this will. be a recapitulation of what Mr. Potts 
has said. That is the picture as we Nea encountered it. 

I am also consulting engineer for the Mitchell Mining Co., which, 
by the way, has shipped the first 50 tons of pink manganese to your 
Butte depot. 

SMALL OPERATOR AT LOW EBB 


It seems strange to me that at the present time in the history of our 
mining in Montana that mining for the small operator is at such low 
ebb. We have good prices for metals, and in the past 5% years, mining 
operations by small operators have decreased. It is beginning to hurt 
my pocket; I am dependent on the small mines for a living. I am 
wondering why. 

As I look back upon it, of course the ending of the premium-price 
plan was the first collapse of a lot of small mines, as Mr. Potts pointed 
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out, but there is something else that should be investigated in this 
thing. I talked to a consulting engineer the other day who travels 
through the western mining States. I said, “Does the situation in 
regard to small operators exist in other States as it exists in Montana?”’ 
He said, “No; I see a flurry of activity, and it is surprising in Montana 
that we are in the doldrums as we are.’’ So, we discussed this thing. 
There are many people who regard Montana simply as a gold- 
producing State. It is true toasmall extent. Nevertheless, there are 
at least five districts in Montana that have produced base metals in 
the past. | am sure that most geologists will agree with me that they 
are not mined out. The Basin district, the Neihart district, and the 
Highlands district have all produced copper, silver, lead, and zine. 


FREIGHT COSTS HALT PRODUCTION 


Suppose vou are a small operator, have a small property, and have a 
nice little lead-zine vein. This is your proposition: How are you going 
to get rid of it? You have a complex lead-zine ore, which is character- 
istic of most districts in the State. So far as the base metals are 
concerned, you have a choice of shipping to one of our smelters which 
doesn’t ship zine ore beyond 10 percent. If beyond 10 percent, you 
are penalized for it. 

If you have high-grade zine ore, you have a real problem, which 
isn’t a real problem, and you have a chance to ship to Utah because 
some of the smelters there are designed to take that ore. If you don’t 
have some place to handle your ore close by, freight rates stop you 
from mining. What is the other answer? 

Could we have custom milling in this area? Surely there is enough 
tonnage in the various districts in the State if you have small mining 
men to go out and prospect for ore. You could deliver enough ore 
to a custom mill, provided you could show them that they could make 
a profit in handling complex lead-zine ore. 

We have had some letters from customers of ours—here is one, and 
it isn’t an isolated case of this sort of heartbreak—stating, “I have 
spent so many months and a great deal of money developing a mine, 
and I find no one will buy ore from me.’’ That seems strange in the 
light of the fact that every paper you pick up, somebody is crying 
for manganese, lead, or zinc. 


MILL MUST BE NEARBY 


The lead man has no chance to expand his mine and possibly cut 
his costs. He is only mining a small ore body and he is, therefore, a 
high-cost producer. He is stymied unless he has a custom mill reason- 
ably close to his operation, not having enough money himself to build 
his own mill. 

Part of the trouble with these matching loans, I am sure, is the fact 
if he needs $20,000 to operate his property, he doesn’t know where 
to get the first $10,000, so that is the picture as I see it. I believe I 
am qualified to make statements after 5'6 years of watching the small 
operator in the State of Montana. I think it is a deplorable situation. 
The manpower is here. I don’t think that is an item. Most of these 
small-time operators will go back into mining anyway if they have a 
fighting chance to make a living. 
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As I have said, as consultant for the Mitchell, we have shipped the 
first manganese to the Butte depot, and the ore is marginal, but I have 
discussed it very carefully with Mr. Griswold, every phase of it, and 
it does meet the requirements of the program, but it starts from $6 and 
a few cents per long ton. Does anybody here think they can mine 
manganese out of a shaft, pump water, employ men at $15 or $16 a 
day for $6 for a long ton? 


CAN’T MINE AT PRICE 


It can’t be done, it is impossible, and we will probably be forced 
to discontinue shipping our ore to the domestic manganese plant down 
here. We have a mine in operation; it is now operating on private 
capital. It has to go or stop altoge ther. That is one of the problems 
we are up against. If they re ally” want manganese bad enough to set 
the price so we can afford to mine it, we will deliver manganese. 

I don’t know there is anything further I could say about this thing 

right now, but that is our problem in the State of Montana, from the 
small operator’s point of view. 

Mr. Broapagare. I think your problem is pretty well known to the 
subcommittee and the audience, and it exists in other places besides 
Montana. What specifically do you suggest that the Government 
should do to cure it; just raise prices? 

Mr. Hammonp. There are two ways they could do it: raise prices 
or in the form of subsidies so a man could afford to ship raw ore out 
of here to Utah. It seems to me like we are getting back to the early 
days in mining when they used to ship to Utah because there was no 
place to treat it in Montana, so I would suggest a subsidy so a man 
can ship ore over long distances, or else custom mills so he can treat 
raw ores right here. 

Mr. BroapGatr. Doesn't it boil down to this situation: that first 
one would have to know how badly the Government needs material, 
because at a sufficient price one can get almost anything. 

Mr. Hammonp. Yes; that’s true, of course. 

Mr. BroapGarer. If the Government doesn’t want copper, lead, 
zinc, Manganese, or tungsten any more than the price would indicate, 
then there is no use in anyone trying to operate marginal properties 
which will not produce at a profit, unless higher prices are granted ; 
isn’t that true? 

Mr. Hammonp. That is true. 

Mr. BroavGare. It is really up to the Government to tell us in the 
mining business frankly how badly they need the stuff, and if they 
need it badly enough to raise prices sufficient at least so you fellows 
can go into business? 

Mr. Hammonp. Yes. 

Senator Murray. Then, there would have to be some term. You 
couldn’t accept a proposition of that kind unless it was going to con- 
tinue for some period of time? 

Mr. Hammonp. That is true. The people I represent have spent 
several hundred thousand dollars in the last 6 months, and they are 
still out of business. If a man could look ahead to a few years of 
assured prices for his ore, he could get in and do something. 

Senator Murray. Thank you. 

Mr. Mosby of Missoula. 
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STATEMENT OF A. J. MOSBY, EXECUTIVE SECRETARY, WESTERN 
MONTANA MINING ASSOCIATION, MISSOULA, MONT. 


Mr. Mossy. Mr. Chairman, I am A. J. Mosby, executive secretary 
of the Western Montana Mining Association at Missoula, Mont. 

Senator Murray. Are you also interested in other business over 
there, Mr. Mosby? 

Mr. Mossy. Yes; I own a radio broadcasting station, KGVO, 
Missoula. I also have 36 copper claims, all patented, in the Wallace 
mining district, 20 miles west of Missoula. 

I attended the House hearings at Haley, Idaho, and it struck me 
that the problems of the small miner in Idaho are very similar to the 
problems you have here. 

As a result of that hearing, it seemed the best solution to the small 
miner’s problem would be the establishment of stockpiles for raw ore 
at an adequate price, an adequate selling price, for which the mine 
owner could get warehouse receipts which would be bankable. He 
could take his truckload of ore to the site of the Government stockpile 
and get a receipt which is bankable and go to the bank and get the 
money and start mining again. 

1 think that is fundamental to the problems of the people in western 
Montana. For a small mine owner to be compelled to put in a con- 
centrator in order to market his product is like making a small farmer 
put in a flour mill in order to be able to sell his product, and it is just 
too much to ask a small operator to do. 


Base PRICE AT SIDING 


I believe that a base price of $10 a ton at the siding would enable 
any small operator to be able to operate his property and continue 
mining and developing it and, if the ore were worth more than this, 
another check covering its value, less freight to the smelter, would be 
paid at a later time, but the base price of $10 a ton would permit the 
man to continue to operate. 

I know in our own district we have a number of mines that were 
abandoned some years ago. They were active when values were high 
and labor costs were low and they could be operated at a profit. They 
were shut down for 40 or 50 years. They could be brought into pro- 
duction again with such a program. 

To the west of us—-we are in the east Coeur d’Alene district—an 
adequately financed company can operate in that section at a profit, 
but the small operator can’t, because he doesn’t have money to put 
into a mill. The stockpile proposition over there would get large 
quantities of ore from that part of the country for the Government. 


NEW PROPERTY BEING DEVELOPED 


At Jens, Mont, there is a new property being developed; the 
Durrand Lead-Zine Co., | think the name is, and it has a vein 29 feet 
wide and it has been proven for over a quarter of a mile. That is an 
awful lot of ore. The operators have a DMA loan of $86,000, which 
means they have got to raise $43,000 locally in order to offset Uncle 
Sam’s expenditure, and that means a stock-selling program and a 
delay in getting the metals out. 
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If they were able to haul this ore to Philipsburg or Hall, Mont., 
which is the nearest shipping point to the mine, that mine there could 
be producing a lot of lead and zine for the Government. There are 
any number of other similar situations existing in our country whicb 
is still more or less an unproven district. 

Senator Murray. | thank you very much. Now we have, as we 
stated early this morning, a number of representatives of agencies 
here from Washington, and after having heard the witnesses who have 
testified so far, | would like to give these Government representatives 
an opportunity to comment on the different problems and complaints 
that have been made. First | would like to have Mr. Lawrence 
Imhoff, special assistant to Assistant Secretary Rose of the Interior 
Department. 


STATEMENT OF ROBERT R. ROSE, JR., ASSISTANT SECRETARY 
OF THE INTERIOR, PRESENTED BY LAWRENCE E. IMHOFF, 
SPECIAL ASSISTANT TO THE ASSISTANT SECRETARY 


Mr. Imnorr. Mr. Chairman, my name is Lawrence E. Imhoff. |] 
am special assistant to Assistant Secretary Rose of the Department of 
the Interior, and Acting Director of the Minerals and Fuels Division 
within his immediate office. Secretary Rose asked that I express his 
regret to you for not being able to be here today. He has prepared a 
written statement which, with vour permission, I would like to read 
into the record at this time. [Reading:] 


I want to thank the committee for extending to the Department an invitation 
to participate upon this occasion. We are well aware that the metal and mineral 
industries are indispensable to the defense and security of the United States, as 
well as to the health of our steadily expanding economy. The utmost in new pro- 
duction must be obtained. Secretary Chapman has asked that I reaffirm to you 
a determination to provide all possible assistance in achieving this objective. 

I believe we have made tremendous strides toward the goals established under 
the Defense Production Act. Mr. Wilson’s defense mobilization report of Octo- 
ber | presents a well-rounded picture of accomplishments to that date and indicates 
the great problems yet to be solved. While achieving inaximum production and 
distribution of our resources we must maintain a stable economy and encourage 
unity among all free nations in a common mobilization effort. 


CENTRALIZATION OF FUNCTIONS IN DMPA 


The Interior Department at this time has responsibility for only one phase of 
the defense minerals expansion program—that of administering exploration activi- 
ties. Ail other functions have been assigned to the newly created Defense Mate- 
rials Procurement Agency (DMPA) under the able leadership of Mr. Jess Larson. 
The Secretary supported this change since it was a move to place decision-making 
powers within one central agency and thereby expedite action on applications for 
assistance from the mineral industries. We have established a very fine working 
relationship with Mr. Larson’s office and, as has been the case with respect to 
DMA, will continue to provide through the Bureau of Mines and the Geological 
Survey whatever technical assistance DMPA will require. 

The Interior Department, of course, has the fundamental responsibilities for 
the development and implementation of long-range resource policies. The need 
for establishing realistic goals for the years to come cannot be overemphasized. 
Unfortunately, the Nation is learning that some of the severest shortages of 
materials at present are due to inability in years past to look and plan for expan- 
sion far enough ahead. 

The major role in solving both short- and long-range production problems 
belongs to industry. I have every confidence that the minerals industries will 
meet requirements, operating within a favorable environment. I look upon the 
Government’s principal task as one of assuring a proper environment. Certain 
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functions essential to the welfare of the minerals industries are peculiarly suscep- 
tible to performance by Government. These activities are of long standing and 
there is continuous effort to improve them. 


FIELDS OF GOVERNMENT ACTIVITY 


As I see it they fall into four principal categories: those aiding exploration, 
technological research, the collection and dissemination of statistical and technical 
information, and health and safety activities. The Bureau of Mines and the 
Geological Survey together will continue to furnish all of these services to the 
industry. 

I believe it would be worth while, at this point, to review in summary manner 
the history of the Government’s defense minerals program since passage of the 
original Defense Production Act of 1950. A fuller report was included in the first 
annual report of the Joint Committee on Defense Production, published as Senate 
Report No. 1040 on October 19, 1951. 

The Defense Minerals Administration was established by Secretary Chapman 
on December 4, 1950, to carry out functions assigned to the Interior Department 
under Executive Order 10161. Within the framework of these delegated responsi- 
bilities the Department performed the following functions: Assembly and analysis 
of data on supply and requirements of minerals and metals, formulation of pro- 
grams designed to assist industry in expanding output; analyses and recommenda- 
tions to the Defense Production Administration on applications for loans,  pro- 
curement contracts, and accelerated tax amortization; administration of the 
program to stimulate exploration; assembly of requirements for materials and 
equipment needed by the mining industry, serving as claimant for and allocation 
of such materials; certification of essentiality of access roads to mining properties; 
presentation of special requirements for housing, utilities, manpower, and trans- 
portation facilities; allocation of certain critical ores and concentrates; and 
preparation and analysis of technological, economic, and statistical data. All of 
these functions, with the exception of the exploration activity, now are carried on 
by the DMPA under Mr. Larson. 

I will not quote statistics to indicate DMA accomplishments under the original 
delegation of authority since a full tabulation appears in the Senate document 
referred to earlier in this statement. Mr. Mittendorf, our Acting Administrator 
of the Defense Minerals Exploration Agency, will provide up-to-date information 
as to results achieved under that particular program. 

On August 28, 1951, the Defense Materials Procurement Agency was estab- 
lished by Executive Order 10281, and on September 14 the powers within the 
minerals area previously delegated to Interior passed to the new agency. Under 
& subsequent delegation from DMPA, the Department obtained or retained re- 
sponsibility for administering the exploration program, within the framework of 
broad policy guides and directives from DMPA. Soon thereafter Secretary 
Chapman asked that I, as Assistant Secretary for Mineral Resources, assume 
supervisory responsibility over exploration activities. 


EXPLORATION PROGRAM STAFF 


For the past several weeks we have been shaping and staffing a new organization 
to carry out the exploration responsibility. This was necessary since no single 
unit within the old DMA organization had as its express or primary function the 
handling of exploration applications and contracts. However, with excellent 
cooperation from Mr. Larson and Mr. Lawton, Director of the Budget Bureau, 
we have been able to effect the transition with a minimum amount of work dis- 
ruption. We were able to retain a rather skeleton, but highly competent, staff 
upon which to build, and by the first of the vear we hope to recruit up to the 
authorized level and attain a high degree of efficiency. 

The exploration program was initiated under Mineral Order No. 5 of the 
Defense Minerals Administration on April 6, 1951. We are continuing to operate 
under the regulations and procedures prescribed within that order. Authority 
for the Interior Department to continue this activity was obtained under Delega- 
tion No. 4, issued by the Defense Materials Procurement Agency on October 26, 
1951. The Secretary on November 20, 1951, issued amendment 6 to Department 
Order No. 2605, changing the name of the Defense Minerals Administration to the 
Defense Minerals Exploration Administration. 

We shall provide every reasonable incentive permissible under the law to en- 
courage the discovery and related development of deposits of strategic and critical 
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minerals. As in the past, however, projects will be approved only upon the basis 
of their merit in order to assure wise expenditure of public funds. 


FIELD CHECK BY EXPERTS 


We will continue to lean heavily upon the Geological Survey and the Bureau 
of Mines for technical evaluation of proposed projects. The reasonableness and 
feasibility of applications in most instances will be checked from a geological and 
engineering standpoint by our people in the field. Personnel of the Survey and 
the Bureau of Mines will continue to operate on a team basis in conducting field 
review of applications. 

We have established a close working relationship with Mr. Larson’s office and 
together will make every attempt to assure continuity of projects from the ex- 
ploration phase up to the point of actual production. 

It is too early to evaluate the exploration program in terms of actual discoveries, 
but a few very significant facts stand out as a result of our experience thus far. 
For example, there has been evidence of renewed interest in mining, with approxi- 
mately two-thirds of contracts approved to date awarded to interests not active in 
the mining industry last vear. Approved projects also cover wide geographical 
and commodity ranges. The geographical distribution covers 21 States and 
Alaska. Projects have ranged in size from a few hundred dollars to several 
hundred thousand. 

On November 28, 1951, the Department issued a press release which summed 
up the accomplishments to that date under the exploration program This pointed 
out that a total of 208 projects have been approved, with a total estimated cost 
of slightly over $11,000,000. Of this amount the Government has contracted to 
contribute approximately 60 percent. Average cost per project is about $53,000. 
Detailed information breaking these figures down by geographical area and com- 
modity will be supplied by Acting Administrator Mittendorf should the com- 
mittee so desire, 

UNCLE SAM AS GRUBSTAKER 


In the exploration or ‘“‘prospecting’’ program the Government really is serving 
as a grubstaker. Funds supplied to contracts will be returned to the Treasury, 
without interest, where projects result in significant discoveries and where there 
is actual production prior to the expiration of a 10-year period. Unlike the early 
grubstaker the Government expects no profit, unless Federal taxes returned as the 
result of a profitable operation can be so considered. Our interest is in stimulat- 
ing exploration for strategic minerals and the Government is willing to share the 
risk in order to accomplish that objective. 

Senator Murray. You have referred to the exploration program 
and the projects that have been approved covering a wide range, a 
wide geographical range, and also it covers 21 States and Alaska. 
What projects for exploration have you approved in Montana? 

Mr. Imuorr. Senator Murray, Mr. Mittendorf has a full break- 
down of the contracts and will be glad to supply them. 

Mr. Broapcarte. Mr. Imhoff, I noticed on your last page you have 
borrowed from an early speech of Dr. Boyd the idea that the Govern- 
ment is acting as a grubstaker. It was my understanding that the 
grubstaker furnished the money and the miner furnished the labor 
and property. 1 see no similarity between this and grubstaking. 

Mr. Imuorr. There are other differences. The grubstaker would 
expect a pretty substantial profit, the Government expects none. It 
isn’t a 100 percent Government project; it is on the basis of percent- 
age participation. 

“Mr. Broapcare. Does the Secretary believe the percentage par- 
ticipation program is really bringing out the maximum exploration 
that the country could give him otherwise? 

Mr. Imuorr. It was under that theory that that formula was estab- 
lished. It is very difficult to say what proportion of further explora- 
tion activity or what amount of it could be expected were those to be 
changed. 
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Mr. Broapcate. Isn’t it conceivable, Mr. Imhoff, that a man might 
have a considerable amount of money and have a very poor property, 
and on the other hand little or no money and a very good property, 
and it turns again to how badly the Government wants to explore, 
because it seems to me, if there is a good property lying around, that 
property shouldn’t lie idle simply because the man owning it doesn’t 
have any money 

Mr. Imnorr. The assumption is that any owner of such a property 
wouldn’t have too much difficulty in obtaining some private capital. 

Mr. Broapcare. 1 believe there is some misapprehension about 
that. That was a very nice theory, but we have had many complaints 
from people who would like to participate in the e xploration program. 
In the “Exploration” section of the Senator’s bill, it provides for cer- 
tain grants, which worked very nicely in 1946 and 1947. 1 just wonder 
if the Interior Department hasn’t at some time or another looked at 
the exploration program that Senator Murray sponsored at that time 
and that he is trying to institute by law. 


PARTICIPATION BY MINER NOT REQUIRED 


It would be carried out on a straight grant basis with no percentage 
participation. From the fact that this present program has operated 
as long as it has, and when you look at the number of exploration 
loans made around the country, there must be something wrong with 
the picture. I don’t want to criticize your staff. There is nothing 
wrong with the engineering personnel at all. It seems to me that the 
policy——and I am sure the Senator will agree because we have talked 
about it a number of times—of demanding large sums of money from 
the owner before the Government will actually go in and explore is 
certainly preventing any extensive exploration program. To formu- 
late this in the form of a question, is there any indication or inclination 
on the part of the Secretary or Department of the Interior to loosen up 
the exploration program and come around to an exploration-grant type 
of program? 

Mr. Imuorr. I can answer this way: We are well aware of the bill to 
which you refer. This and other related bills which have been intro- 
duced have been referred to us for comment. At this time those bills 
are under very serious consideration within the Department. The 
position has not been formulated at this time. The Interior Depart- 
ment Secretary cannot officially express or take a position with respect 
thereto until they have been cleared through the Bureau of the Budget 
to determine consistency with the President’s program. Those com- 
ments will go forward as soon as they receive proper top clearance. 

Mr. BroapGatrsr. Are you trving to say we will receive another 
adverse report on the Senator’s bill? We have had about six of them 
already on the bill under various numbers. 

Mr. Imuorr. | think that is true. Of course, conditions do vary, 
and the position that is taken at any particular time on measures of 
this sort would have to be considered in the light of those changing 
conditions. The position of the Secretary has been one, for the most 
part, opposed to straight across-the-board subsidies. However, | 
believe we have indicated in times past that limited subsidies may be 
desirable—those designed to keep in production marginal producers 
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and those designed to stimulate development, or exploration and 
development of new reserves. 

Senator Murray. These programs for exploration loans and for 
development loans have been in force now for some considerable time, 
isn’t that true? 

Mr. Imuorr. I think the oldest contracts have been in effect around 
6 months, between 5 and 6 months. 

Mr. BroapGatr. You mean the first contracts were issued at that 
time? 

Mr. Imuorr. The first contracts were issued at that time. 

Senator Murray. Yes; but the program had been launched for some 
considerable time before that. 

Mr. Imuorr. Yes. 

Senator Murray. To give vou an illustration of how things are 
delayed sometimes, we submitted a compilation to the Chief of the 
Bureau of Mines, Mr. Boyd, after the program had been in operation 
for practically a year; and, in answer to each question of what had 
been accomplished, the answer was “Nothing.”” There were a whole 
list of questions, and they were all answered ““Nothing.” Then they 
changed the program and started over with a lot of new set-ups and 
started back at the bottom again. They keep on changing. Every 
once in a while we get a new name for an agency over there. | 
noticed one you mentioned here a little while ago. 


FAILURE AND NEGLECT IN PROGRAM 


It does seem to me, with the experience we have had in the Second 
World War, we should have been able to set up machinery to expedite 
these contracts. I can’t understand why all these complex agencies 
down there and why this failure. We have been pressed with letters 
from small mine operators complaining about not getting an answer 
even from the Department down there. How do you explain such 
neglect as that? I am not charging vou with neglect, but don’t you 
think there has been a considerable failure on the part of these agencies 
in the situation that confronts our country? 

Mr. Imuorr. I don’t deny a certain amount of confusion insofar 
as this particular program is concerned. I am not entirely qualified 
to speak, because I personally have been associated with it only 
since Assistant Secretary Rose was placed in charge of the exploration 
phase of the defense minerals program. That was with the estab- 
lishment of the new Defense Materials Procurement Agency. 

Senator Murray. Thank you for your statement. We will now 
call Thomas H. Miller, Assistant Director of the Bureau of Mines. 


STATEMENT OF THOMAS H. MILLER, ASSISTANT DIRECTOR, 
BUREAU OF MINES, WASHINGTON, D. C. 


Mr. Miiuer. I am Thomas H. Miller, Assistant Director of the 
Bureau of Mines, Washington. I have a prepared statement. With 
your permission, I would like for it to go into the record at this point. 

Senator Murray. You may submit your statement. It will be 
printed in the record. You will merely give us the outline of it. 
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Mr. Miter. | want to thank the committee for this opportunity 
to describe briefly the mobilization-for-defense activities of the 
Bureau of Mines as well as the long-range minerals program. 

Testimony before the committee has described the activities under 
the authority of the Defense Production Act of the Defense Materials 
Procurement Agency and the Defense Minerals Exploration Admin- 
istration. The minerals activities of these agencies are of controlling 
importance to the Bureau of Mines, and much of our present activity 
in the Bureau is directed toward assisting these Administrations. 

I should like to make it clear at the start, however, that the Bureau 
of Mines has no delegated authority under the Defense Production 
Act such as the various activities delegated to Defense Minerals 
Procurement Agency and Defense Mine rals E xploration Administra- 
tion. The Bureau does, however, receive many requests from these 
agence ies for technologic and economic assistance. 


PROCEDURAL STEPS 


These requests come to us through the Defense Minerals Explora- 
tion Administration Operating Committee, the membership of which 
is made up by the three agencies—Defense Minerals Exploration Ad- 
ministration, United States Geological Survey, and Bureau of Mines. 
The requests may require field investigations in connection with appli- 
cations for Government assistance in exploration or procurement, or 
plant expansion, and so forth. In these cases, the application is for- 
warded to the appropriate field office, where a field team made up of 
representatives from both the United States Geological Survey and 
the Bureau of Mines undertakes the necessary investigation. The 
field report and recommendation are returned through the Operating 
Committee to the originating agency. 

These requests may include any mining or metallurgical question, 
such as ore reserves, grade of ore, mining methods, metallurgical 
treatment, marketing, and so forth. Eight such field teams have 
been established. Applications from Montana are handled by the 
field team headquartered at Spokane, Wash. This office is repre- 
sented at this hearing by Mr. Volin for the Bureau of Mines and Mr. 
Weisenborn for the United States Geological Survey. 

The cooperative use of the technical field staff of Mines and Surve \ 
during this period of acute shortage of skilled engineers and ge ologists 
is extremely important. In fact, it is doubtful if the job “could be 
done by any other means without completely disrupting the field 
organizations of both industry and Government. 


COMMODITY TEAMS FUNCTION 


Other types of requests are also received from Defense Minerals 
Exploration Administration and Defense Minerals Procurement 
Agency. These include economic and statistical data on mineral 
commodities and other expert opinion on mineral commodities. 
These requests are also handled through the Operating Committee. 
Three-man commodity teams representing Defense Minerals Ex- 
ploration Administration, United States Geological Survey, and the 
Bureau of Mines have been established in Washington, D.C. These 
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teams review the applications before and after processing by the field 
teams and make final recommendation to Defense Minerals Explora- 
tion Administration, Defense Minerals Procureme nt Agency, and so 
forth, regarding each case. These teams also assist in developing 
commodity programs aad policies. 

In addition to mobilization work of the type described for the 
minerals agencies—i. e., Defense Minerals Exploration Administra- 
tion, Defense Minerals Procurement Agency, and so forth—the Bureau 
does a similar job on fuels for the Defense Solid Fuels Administration 
and Petroleum Administration for Defense. A substantial part of 
the Bureau’s technical staff on fuels is fully occupied in this work. 

It follows, therefore, that much of the Bureau’s total staff is directly 
engaged in mobilization activities. This has required that the Bureau 
recess its non-defense-connected work and to expand its staff where 
working funds from other agencies were available. For a number of 
vears since the passage of the original Stockpiling Act in 1939, the 
Bureau has conducted an caphenstion procram under which the entire 
cost of the projects was met by the Government. 


BU.EAU S LONC-RANGE PROGRAM NOT RECESSED 


Under this authority the Bureau investigated many deposits that 
would not otherwise have been activated when it was in the public 
interest to do so. However, this program has been temporarily 
recessed for such time as the “matching fund” exploration program of 
Defense Minerals Exploration Administration is in existence. Sub- 
stantially all of the staff in the exploration activity has been trans- 
ferred to the Defense Minerals Exploration Administration work. 
The Bureau has not, however, recessed its long-range research 
program on strategic and critical minerals. In fact, this program is 
enlarged over the pre-Korean level and is of great importance to the 
all-out mobilization program. It would not be feasible to detail all 
of the research projects of this type that are presently being carried 
out, but I would lixe to cite a few examples. 


MANGANESE 


Manganese is perhaps the most dramatic example of the need for a 
long-range carefully integrated research program. The United States 
has always been dependent on foreign sources for the bulk of its 
manganese, since the domestic deposits, for the most part, were rarely 
able to compete economically with the richer and more abundant 
foreign deposits. A substantial part of our manganese requirements 
had traditionally been supplied by Russia, but in recent years we have 
been denied access to this material and have had to seek alternative 
sources of supply. 

Adequate supplies have been developed in Brazil, Africa, and India, 
and we are presently just about breaking even in that supplies have 
just met requirements with a little left over for stockpiling. How- 
ever, much of this supply is obtained over long sea lanes which we 
know to be vulnerable in case of all-out war. Because of those 
uncertainties, the Bureau of Mines has undertaken an enlarged pro- 
gram of manganese research designed to lessen this dangerous situation. 
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The program has three major objectives: first, to assist in the dis- 
covery and development of new domestic deposits; second, to develop 
new treatment processes whereby low-grade and off-grade materials 
might be used if cost were no object; and. third, to study means to 
eliminate or reduce the need for manganese in the manufacture of 
steel. 

WIDESPREAD EXPLORATORY ACTIVITY 


The first part of the program is probably of greater interest to the 
industry in Montana and the Northwest. Jointly with the Geological 
Survey, the Bureau has examined virtually every manganese deposit 
brought to our attention. Exploratory drilling has been done at 
many of these properties, including both oxide and tae ores 
in the Butte and Philipsburg areas. This tvpe of rock has been of 
ereat assistance in the establishment of the purchase ies ots at Butte 
and Philipsburg by the General Services Administration. This 
program will be continued in many parts of the country as long as new 
dev osits are brought to our attention. 

On the metallurgical front, the Bureau is engaged in several major 
projects, some of them being done jointly with industry. A new 
pilot plant is just being completed at Boulder City, Nev., in which 
large-scale test can be made, using both flotation and leaching proc- 
esses. This plant is designed primarily to test the amenability of the 
Artillery Peak, Ariz., ores, but when these tests are completed ores 
from other sections of the country can be tested there 


MANGANESE FROM WASTE 


At Pittsburgh, working jointly with the American Iron and Steel 
Institute, we are experimenting witha new process designed to recover 
manganese from open-hearth furnace slags presently going to waste 
Nearly one-half of the manganese consumed in the making of steel 
is lost in the slags. If technically successful, the process could 
greatly reduce the requirements for manganese by lessening the 
losses. Metallurgical work is also being done of ores from many parts 
of the country, including Maine, Minnesota, South Dakota, Montana, 
and others, 

CHROMITE 


In peacetime, domestic production of chromite is a negligible factor 
inthe supply picture. Of the 625,000 short tons of chromite produced 
in the United States in the 60 vears, ISSO0-1950, the bulk was produced 
during periods of national emergencies—-32 percent in World War I 
and over 57 percent in World War li. The principal domestic 
chromite deposits, located in Montana and Orecon, are too low in 
chromium and too high in iron to be economically converted to the 
usual commercial-grade ferrochromium. So far, exploration has 
revealed no extensive deposits of high-grade ore. In 1950, the United 
States used 980,000 short tons of chron ite, an all time record, exceed- 
ing the former peak of 965,000 tons in 1934. The principal foreign 
sources for United States industries are the Union of South Africa, 
Turkey, Southern Rhodesia, the Philippines, and Cuba. 

During the 1939-43 period, the Bureau of Mines carried on exten- 
sive exploration and drilling programs in Sweetgrass, Stillwater, and 
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Carbon Counties, Mont.; near John Day, Oreg., and the counties of 
Coos and Josephine in southwest Oregon; and Casper Mountain, 
Natrona County, Wyo. 


LARGEST PROJECT IN MONTANA 


The largest Bureau of Mines project to procure chromite from do- 
mestic sources was the development of the Stillwater deposits in south- 
central Montana. Surface exploration and large-scale sampling in 
1939 was followed by diamond drilling in 1940. The equipment of 
the mine and the construction of the mill were begun in 1941. Ana- 
conda Copper Mining Co. was designated as operator for the Govern- 
ment and produced the first concentrate in the 400-ton Benbow mill in 
March 1942. The operation was discontinued in September 1943 
because foreign ore was being procured despite wartime transportation 
difficulties. The output of Benbow, although large in tonnage, was 
low in quality. 

The output of the Benbow mill was supplemented by a new 1,000-ton 
mill at the Mouat-Sampson properties which began operations in 
May 1943. The mill (operated by Anaconda Copper) was shut down 
after producing 30,000 tons of concentrate averaging 38.8 percent 
Cr,O, and 24.7 percent iron. 

The United States Vanadium Corp. mined ore from deposits in the 
vicinity of Red Lodge, Carbon County, Mont. (beginning October 
1941). The grade of ore ranged from about 4 to less than 25 percent 
Cr,O0;, and the maximum Cr:Fe ratio was approximately 1.5:1. A 
mill was built at Red Lodge, and concentrates were first produced in 
March 1942. Cancellation of the Government contract closed the 
operation in 1942. 

OREGON BEACH SANDS 


In 1942, mineral dressing of Oregon beach sands was given special 
attention by Bureau personnel. The Bureau complet ted its work on 
test-drilling the area in 1943, and extensive experiments were carried 
out to improve the Cr,Q; content and increase the chrome-to-iron 
ratio. 

The production of 25 tons of chromite from Idaho County, Idaho, 
in 1942 was the only output ever reported from the State. 

Following the closing of the Government-owned mills in 1943, the 
Bureau of Mines continued its experimental work on the beneficiation 
of chrome ore by both physical and chemical means and on the pro- 
duction of metallic chromium. 

In 1948, the Bureau of Mines resumed work on the Benbow chro- 
mite project and was continuously active until April 1951. The pur- 
pose of the project was primarily to develop methods of stopping the 
Benbow ore that would be efficient, economical, and safe. Other 
objectives were the repair and maintenance of the extensive workings, 
and the development of additional ore reserves. The project was 
closed at the end of April 1951, when all Bureau-owned equipment 
was stored at Columbus, Mont. 
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COORDINATED RIVER BASIN STUDY 


The Bureau of Mines is presently engaged in a project to develop 
the mineral resources of the Missouri River Basin of Montana as a 
part of a coordinated river basin study. 

In southwestern Oregon, the Bureau is investigating rock forma- 
tions usually related to deposits of nickel and chromium ores. The 
project is an investigation of a section of the State that is of interest 
to the California-Oregon Power Co., and the company is contributing 
funds to assist the work. 

The establishment of a purchase depot for chrome ores at Grants 
Pass, Josephine County, Oreg., has stimulated mining activity in the 
surrounding region. 

The Bureau is conducting pilot-plant and laboratory research 
projects on the utilization of domestic chromites in the production of 
electrolytic chromium metal, in the upgrading of domestic chromites, 
and in the production of ferrochrome and chromium chemicals. 

The Bureau of Mines has arranged with the Republic Steel Corp. 
to test the application of high-carbon ferrochromium of low chrome 
to iron ratio (1.5: 1) manufactured at Boulder City, Nev., from Mon- 
tana—Mouat—concentrates. The alloy may be suitable for some 
uses now consuming ferrochromivm manufactured from imported 
ores. 

LOW-GRADE ORES SMELTED 


Western-Knapp Engineering Co. advanced a proposal for upgrad- 
ing Mouat concentrates and has stimulated interest in this project. 

Some low-grade domestic ores from the national stockpile were 
smelted to ferrochromium in a carbor-lined furnace. The metal re- 
sulting contained 7 to 9 percent carbon but chromium recovery was 
good. Further work will be directed toward reducing the carbon 
content. 

Programs of a similar nature have been undertaken on many 
minerals of interest to the Northwest. Important projects include 
cobalt in the Blackbird district, Lemhi County, Idaho; nickel in the 
Riddle and Woodcock areas in Oregon; copper, lead, and zine in all 
of the Western States; and studies in the utilization of low-grade iron 
ores at Laramie, Wyo. 

Senator Murray. Under that Defense Production Act, what was 
the position of Mr. Boyd in the Bureau of Mines; what was his 
activity under that act? 

Mr. Mituer. Dr. Boyd was the Administrator of Defense Minerals 
Administration which operated under direct delegation of authority 
from the Defense Production Act. That was under Executive Order 
10161 which delegated certain responsibilities to the Department of 
the Interior. Under that delegation the Secretary created five agen- 
cies within the Interior Department. They were: Defense Power 
Administration, Defense Solid Fuels Administration, Defense Fish- 
eries Administration, Petroleum Administration for Defense, and the 
Defense Minerals Administration. Those five agencies were created 
within the framework of the existing Interior Department, but are 
operating under authority delegated to it through the Defense Pro- 
duction Act. 
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Senator Murray. Since that time that Defense Administration 
has been modified and changed by Executive order; is that it? 

Mr. Mixver. The delegation of authority insofar as minerals is 
concerned has been modified to divide responsibility now between 
two new agencies called the Defense Materials Procurement Agency 
which is administered by Mr. Larson, with the remainder delegated 
to Secretary of the Interior. He created the Defense Minerals 
Exploration Administration. That is, the work formerly done by 
DMA is now handled by DMPA and DMEA. 

The point I want to make clear to the committee is that the Bureau 
of Mines has no authority delegated to it under the Defense Produc- 
tion Act itself. 

Senator Murray. What is it in there for? 


BUREAU A SERVICE AGENCY 


Mr. Miter. The Bureau of Mines occupies a position of being a 
service agency to any defense agency that requires it. We pe form 
a service function for all of the defense agencies having to do with 
minerals. We don’t have any authority to enter into procurement 
contracts or to make loans. However, we are in a position to render 
any technical services which any agency might ask us to do for them. 
For example, in the petroleum fie ld we do certain petroleum work for 
the Petroleum Administration for Defense. Our engineers examine 
technical questions coming from PAD, which is the agency having 
authority under the act to enter into those contracts. 

Senator Murray. If an application is made for an exploration 
loan, do you have anything to do with passing on that? 

Mr. Miuuer. In terms of making a field investigation as to the 
suitability of the application, the engineering of it and the recom- 
mendations or findings of the field team are made to DMEA. That 
would be the agency which would accept or reject the contract. 


EIGHT FIELD TEAMS 


The Bureau of Mines jointly with the Geological Survey has 
established field teams in eight regions of the United States. Those 
teams vary in size from a few to a large number of people. Applica- 
tions from that particular area are referred to the field teams. The 
field team visits the property and makes such examinations as are 
required and reports the findings back to the Washington office. To 
facilitate the flow back and forth there is what is called an operating 
committee which handles the flow of paper work to and from the field 
to the Washington office, but the Bureau of Mines serves as a technical 
adviser. 

Mr. BroapGcatr. You act as the consulting engineers, in other 
words, for those other agencies? 

Mr. Minter. That’s right. There is not sufficient manpower to 
do the job if every agency had to establish their own field staff to 
handle mineral applications. This is a matter of conservation of 
skill in the trained field staffs. If this were not handled this way, 
all of those agencies would have to have a technical field organization 
in order to do the examination work. 
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Mr. BroapGate. Does the Bureau of Mines have sufficient field 
staffs to handle these applications from the various agencies, or is 
that where a good deal of the delay arises? 

Mr. Mixtuer. In the initiation of the program when Mineral Order 
No. 5 was issued, which described how the program was to operate, 
we were flooded with the first general influx of that type of application 
However, we have worked off the first initial backlog, and I believe 
we can say our work has been progressing promptly. 

Mr. Broapcatr. Who handled the manganese applications in this 
area? 

Mr. Miuuer. Our field teams would have made such examinations 
Our field representatives handling this area are present at this meeting. 
If vou have any particular questions as to how we are conducting 
certain work, the \ would be delighted to tell you. 

Mr. Broapeare. It is unlikely any application would be approved 
or rejected in Washington for manganese or anything else unless the 
field teams had first passed on it. 

Mr. Mititer. Not necessarily. In handling any applications for 
loans or procurement proposals the Washington office may have felt 
it had sufficient basic data in Washington on which to base its con- 
clusion. 

Mr. BroapGare. So they could avoid a field examination? 

Mr. MILLER. Yes. The reason it would come into the field would 
be to bring the examination down to date. 

Senator Murray. Where you have a group of operators or pro- 
ducers in manganese as we had during the war, it seems to me it 
should have been a very simple matter for the Government field team 
to know what should be done now at this time to aid these producers 
and give them loans exploration loans or development loans, what- 
ever they might need. I can’t understand why, after all the experi- 
ence we had in the war-—and the experience was very successful; these 
producers did a good job-—why we were unable to get any action 
now in this ion: 

Mr. Mituer. Well, Senator, | might say shat the Bureau of Mines 
itself has had a long-range manganese program of considerable mag- 
nitude throughout the entire period going back to the original Stock- 
piling Act of 1939, which was the act which first gave the Bureau of 
Mines authority to directly undertake exploration projects. We 
have done that continuously down through the fiscal year 1950 


REGULAR BUREAU PROGRAM 


Last vear we had a substantial program of exploration as a straight 
Government program. Under that program the Bureau investigated 
all marginal manganese projects brought to our attention. In fact, 
our field engineers visited them, and if they seemed to have any merit, 
then more detailed work was done. I believe we have looked at 
every Manganese project brought to our attention in that 12-vear 
period, 1939 to date. 

When the matching fund exploration program was developed as a 
part of the DMA authority, we temporarily recessed our own straight 
e xploration program because of the inconsistency of the two programs. 
Obviously it would be hardly fair to have the Government proceed- 
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ing with some projects on a 100-percent basis when the matching fund 
program would be going at the same time. 

Senator Murray. You have no project set-up, then, of the old 
Bureau of Mines type whereby all funds were furnished by the Gov- 
ernment? 

Mr. Miuuer. I can’t say there are none. There were two or three 
projects, one in Maine and one in Alaska. We still have authority to 
undertake projects under that program if it is impossible to do it any 
other way. 

Senator Murray. Thank you very much. I don’t want to be- 
labor the issue, but I want to ask one more question and that is this: 
If you have applications for the old type Bureau of Mines explora- 
tion program, you refer the applic ation to DMEA to proceed further 
under the matching funds program? 

Mr. Minier. That is correct. We would request that they first 
try for the DMEA matching fund type of contract. If that collapsed, 
we might look at it again. 

Senator Murray. Thank you. Mr. Thomas B. Nolan. 


STATEMENT OF THOMAS B. NOLAN, ASSISTANT DIRECTOR, 
UNITED STATES GEOLOGICAL SURVEY 


Mr. Noxtan. Mr. Chairman, my name is Thomas B. Nolan. I am 
Assistant Director of the United States Geological Survey. 

I have no prepared statement, Mr. Chairman. I was in the field 
when I got word of this hearing and I came here without any further 
preparation. 

Mr. Miller has described the functions of the Survey as well as of 
the Bureau: We provide technical advice to the agencies that Mr. 
Mittendorf and Mr. Larson head in the minerals field, just as we pro- 
vide similar information and technical service to the other defense 
agencies. 

Mr. Broapgate. Do you find it necessary or desirable in carrying 
out these field team examinations invariably for a USGS man to tag 
along with a Bureau of Mines man, and perhaps a DMA man with 
them, too, so you have three or four people working on one examination 
when one man would do the job? 

Mr. Nouan. I think that is being done, sir. It is my understanding 
that the executive officer of the field team may be either a Survey man 
or a Bureau man, and he makes the decision as to the needed infor- 
mation. If simply a geological question of reserves is involved, only 
a Survey man goes; if it is purely a question of mining practice, only 
the Bureau of Mines man goes. 

Mr. Broapcate. That is a great improvement in the situation, 
because at one time it was apparently not possible for one agency to 
make an examination without another tagging along. 

Senator Murray. The USGS surveyors always had a very excellent 
reputation in the country. [am sure you are trying to carry out that. 

Mr. Nouan. Thank you. 
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STATEMENT OF CLARENCE O. MITTENDORF, ACTING ADMINIS- 


TRATOR, DEFENSE MINERALS EXPLORATION ADMINISTRATION 


Senator Murray. Mr. Mittendorf, Acting Administrator of the 
Defense Minerals Exploration Administration. 

Mr. Mrrrenporr. [, too, do not have a prepared statement. I do 
have many of the tabulations referred to by Mr. Imhoff. 

Senator Murray. If you have any material you wish to submit for 
the record, I will be glad to have it. 

Mr. Mirrenpvorr. | will be glad to do that. I will give them to 
the Secretary when I leave. 

To begin with, | want to express my great pleasure at being invited 
here. It affords me the first opportunity I have had to visit Butte. 
However, I do not feel as a stranger because I have been dealing many 
long and pleasant vears with the people from Butte; and in the second 
place, | think it repays in a very small measure all you fellows who 
have been running back to Washington to see us. If I can stay over, 
which | intend to do, I will endeavor to answer any questions and help 
any of you men in connection with your problems. 

Mr. Broapcare. Mr. Mittendorf, about how long does it take from 
the filing of an application to the delivering of the check in the case of 
a worthy project? What is your average time for handling those 
cases? 

Mr. Mirrenporr. That is a compilation that we have not made. 

Mr. Broapcare. | think it is a compilation that should have been 
made a long time ago. 


EXPEDITIOUS HANDLING 


Mr. Mirrenporr. Yes, I agree with you. I know from my own 
experience it has taken months and months—far too long, in many 
cases. On the other hand, there have been many cases there is a 
man or two in the audience whom | see who walked in and didn’t 
stay over 3 days in Washington and walked out with a contract. 

The field team had already examined the mines. We have various 
productive rates within the little shop that I run. One man, for 
instance, is especially fast in handling exploration contracts. He 
averages 1.6 man-days from the time he receives a docket until he 
gets them out in final draft form. 

Mr. BroapGatr. Do you have enough engineers in your depart- 
ment? 

Mr. Mirrenporr. I do not have nearly enough engineers, and that 
is the biggest factor, the greatest risk that will bog down the program. 
We need e xperienced engineers with operating experience. 

Senator Murray. Do I understand while we have the Bureau of 
Mines and the Geological Survey equipped with geologists and 
engineers, that when they come to your department with applications, 
you have to go over them and turn them down or delay them because 
you haven’t any engineers and geologists. 

Mr. Mrrrenporr. That isn’t quite a correct statement. 

Senator Murray. What is the position then of the exploration 
applications in the State of Montana? 
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Mr. Mirrenporr. As of November 30, they have resulted in 24 
contracts. The largest single State is Colorado; Idaho and North 
Carolina tie for second place, and Montana comes third. 

Senator Murray. Montana, you say, has 24 applications? 

Mr. Mirrenporr. No; 24 approved contracts. 

Senator Murray. That is contracts for exploration? 

Mr. Mirrenporr. Contracts; ves, sir. 

Senator Murray. How many have been disbursed? How many 
have been getting their money. 

Mr. Mirrenporr. I don’t have that amount down State by State. 
Senator Murray. There is no use in approving a thing if you 
don’t give them the money after you approve it. 

Mr. Mirrenporr. That is true. Perhaps Mr. Weisenborn would 
have that answer, since Montana is in his region. 


WORK MUST BE PERFORMED FIRST 


Mr. WetsENBorN. Perhaps there is a misunderstanding as to how 
these exploration contracts operate. It is not a grant of money. 
The application gets a contract specifying that he does a certain 
amount of work. He then performs this work. At the end of the first 
month, he submits a voucher, and he is then paid for half of the 
amount he has expended, or whatever the proportion is on the contract. 
Mr. BroapGare. I think we understand how that works, but after 
the first month, providing some vouchers have been turned in, you 
would know how many of these projects were in actual operation. 
When the Senator mentioned disbursements, he meant how many 
were really receiving money. We understand a fellow has to operate 
on his own money. That is one problem. 

If vou give a man a matching fund exploration contract, he noi 
only has to have enough money to match the Government, but has 
to have enough capital in his pocket to carry on the project for a 
month, 6 weeks, or 2 months, and then it will be another 6 weeks 
before he gets the money back. So if he is proceeding on a hundred- 
thousand-dollar project, even on a 90-10 program, where the Govern- 
ment theoretically puts up 90 percent and where the applicant puts 
up only 10 percent. Where the applicant you would think would have 
to have only a couple of thousand dollars, he would have to have 
actually ten or fifteen or twenty thousand dollars to keep the program 
going before he gets checks back; isn’t that right? You have to raise 
funds, you have to raise capital, to carry on the program. 

Mr. Mirrenporr. I know there are some individual hardships 
there, but, generally speaking, I don’t know of widespread hardship. 
That question comes up, to be sure. We never have a credit investi- 
gation made on the applicant. We never go so far as to say, “Show 
that you have the money to carry on your obligations under the 
contract.””. Even on a 1-year project, I think the least we could 
expect is that he should have enough money to carry on for the first 
month. 

REQUIREMENTS RESTRICT PROGRAM 


Mr. BroapGats. That isn’t my point. I don’t see why, under this 
type of program, vou should have a credit investigation. The Govern- 
ment doesn’t put up any money until the man gets the work done. 
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You don’t have to have the RFC in the picture; but my question was, 
it has been our observation that the matching funds idea in itself 
probably limits the number of exploration programs that are sought, 
and beyond that, the fact that a man has to supply so much additional 
capital is probably an additional prohibiting factor; people don’t 
apply because they can’t raise the money. Haven't you found that 
to be true? 

Mr. Mirrenporr. I haven’t found it so, Bill, but no doubt it exists. 
When I say I haven’t found it, it is due to the inherent administrative 
arrangement prevailing throughout DMEA. The applications come 
into the central office and are channeled to the various interested 
commodity groups, and it was not until the applications were approved 
that I saw them. I was in the position of a man running a hospital 
without knowing what patients were in there, and without knowing 
what patients died and for what reason. I would see only the live 
ones. I propose to put in a statistical control group—I mean, just 
two or three people—to get those very essential important facts which 
heretofore have not been kept. 

Mr. Broapcatre. What is your total number of exploration con- 
tracts out at the present time? 

Mr. Mirrenporr. 215 have been signed. 

Mr. BroapGatr. And Montana has 24 of those? 

Mr. Mirrenporr. Yes, Montana has 24. 

Senator Murray. Have you issued a release showing the Montana 
contracts? 

Mr. Mirrenporr. Yes, but I don’t have them by name or amounts 
with me. 

Senator Murray. But vou have not issued a release like you did on 
August 6, 1951? At that time I noted 93 exploration contracts, and 
we had 6—or we had only 3 in Montana 

Mr. Mirrenporr. If you haven't received them, that is regretable 
because the releases have been going out at more frequent intervals 
than one per month. The last one was the twenty-eighth of Novem- 
ber. I shall see you get one. 

Mr. BroapGare. It seems to me that 215 exploration contracts in 
these United States, with all of the claims that are worthy of being 
explored, and there must be plenty of them, and the fact that this 
program, in order to be successful, should be a liberal, speculative 
program because if the mines or claims were exceptionally good on 
their face, some of the big companies would have grabbed them up 
before now; 215 contracts in the length of time that this program has 
been going seems to me to be very few. ‘There must be something 
wrong with the program. 


EXPLORATION PROGRAM BEST HANDLED 


Mr. Mirrenporr. There have been a total of 1,077 applications 
received as of the end of November. Our records show that 501 of 
these have been handled in one way or the other, by denial, approval, 
or withdrawal; and getting back to a point vou brought up a few 
minutes ago, there are only 2 voluntary withdrawals out of 1,077 
applications that have been docketed. We have a backlog now of 
476 cases. About 300 of those are in the Washington office, and about 
175 in the field. 
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Mr. Broapgate. Mr. Mittendorf, again let me say I am not criti- 
cizing the way your Department has handled these things. As I have 
said a number of times, both privately and publicly, I think the 
exploration program from the standpoint of its mechanics has been 
handled better than any other part of our minerals program. I know 
also you are short of help for the number of dockets you have, but 
the point I am trying to get at is a policy point. Must there not be 
something wrong with top policy on this exploration program when 
we only have 215 signed contracts for the whole United States, the 
whole mineral industry, and I presume that quite a few of them are 
for little mica properties down South? 

Mr. Mirrenporr. Something like 48. 

Mr. Broapeats. Which is all right, but there must be more claims 
worth exploring than even the total applications you have. There 
must be some reason people aren’t applying, and some reason that 
the proportion of claims seems to be so low, and some reason that 
the total of the contracts granted is only 215 under emergency pres- 
sure, when we are supposed to need minerals so badly, when the 
Bureau of Mines tells us that we need metals so badly. 


DMEA PROGRAM ONLY SOURCE OF HELP 


Here is the only program we have. Mr. Miller just testified they 
have cut off their own Bureau of Mines exploration program, so a 
fellow has to come to you now. Don’t you feel there is something 
wrong with the over-all policy we have that results in such a small 
amount of exploration contracts? 

Mr. Mirrenporr. You must recall that we have over 1,000 appli- 
cations, and that they are coming in at the rate of about 80 a month 
at this time. Furthermore, most all the field men I have talked with 
expect quite a surge of new applications in the spring. I have had 
this information from the regional field officer at Denver only yester- 
day. Many mining people thought that they wouldn’t get their 
checks promptly at first, and now, that they see that administratively 
the program is working, they are coming in with their applic ations. 
Many have the opinion that the larger companies are going to start 
coming in along with the smaller ones. Up to this date, 78 percent 
of all of our contracts granted are to the little fellow. 

Senator Murray. Some of the contracts vou give to the big fellow 
amount in one instance to more than all you have given to the little 
fellows. I wish they would be just as generous with the little fellow 
as they were to Aleo when they needed aluminum. They advanced 
them money and had them build a big plant up in Canada, the biggest 
in the world, and aided them, gave them a premium price, built ‘their 
plant at Government expense, and they were then continuing to draw 
three and a fraction cents premium price even after they had com- 
pletely paid off the cost of the plant. I would like to see a little 
generosity like that dished out once in awhile to some of these little 
fellows. 

CONTRACTS MUST BE EXPEDITED 


Well, we don’t want to belabor this matter, but it does not seem to 


be right. There ought to be some effort on the part of these agencies 
down in Washington to expedite these programs and make it possible 
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POLICY 


for these little fellows to get some action on their contracts. 
of the manganese industry is terrible, how this man Cole, who has had 
this great experience in manganese and during the war a wonderful 
production record, the man in the business all his life, they called him 
down to Washington, and he went around there for weeks and weeks 


at a time. 


Then he would go home and come back again. 
the money he had; he got sick, 


Washington experience. 


are allowed which can’t, 


Call the next witness. 


got a h 


S5 


The stor V 


He was losing all 


art attack as a result of his 
I think that is terrible when delays like that 


any circumstances, be justified. 1 
think that is too bad, and I wish that these agencies down in Washing- 
ton would hold kind of a general conference among themselves and get 
a litthe sympathy in their hearts for the little producer. 


have any material there you think we ought 


secretary there. 


Thank you for your statement, 
have, 


(Mr. Mittendorf submitted the following material :) 


Approved exploration project contracts by commodity as of Nov. 30, 


Commodity 


Antimony 
Asbestos 
Beryl-mica 
Cobalt-nickel 
Copper 
Fluorspar 
Lead-zine ! 
Lead-zine-copper 
Manganese 
Mercury 
Mica 

Rare earths ? 
Sulfur 

ale 

in 

rungsten 
Uranium 


Total... 


*Note.—As of Aug. 31, 1952, these figures were increased to 375—$18,07 


! Includes lead and/or zine. 
? Includes monazite and thorium 


Contracts approved in Washington and not necessarily executed and in 
all accounts maintained on finally executed basis 


Approved exploration 


Name of applicant 


ALASKA 


Admiralty Alaska Gold Mining Co 
The Alaska Metals Mining Co 
Zenda Gold Mining Co 


Total 3 contracts 
ARIZONA 


American Asbestos Cement Corp 
Banner Mining Co 
Do 
Meyer, Eugene J 
Kusisto, Ike W 


Owens, Sherwood B 


Total 6 contracts 





Commodity 


Cobalt, nickel 
Tungsten 
Tin 


Ashestos 
Copper 
do 
do 
Lead, zin« 
Lead, zinc, copper 


I f 
$221, 393. 00 
397, 569. 00 
112, 865. 60 
534, 452. 39 

1, 221, 872. 39 
7, 793. 00 

4, 337, 127. 29 
1, 862, 795. 70 
201, 602. 01 
125, 995. 00 
88. 775. OO 

24, 267. 00 
267, 239. 00 

2, 519. 00 


160, 000. 00 


project contracts as of Nov. 30, 1951 


Total cost of 
contract 


1, 000. 00 
8, 234.00 
60, 000. 00 


358, 234. 00 


123. 869. 00 
135, 789. 00 
126, 789. 00 
4 190.00 
5. O00. 00 


63, 926. 00 


$59. 4563. 00 


and if vou 
rive 


it to the 


TO 

i V5 1 

{ V rm l 

participatio 
$166, 044. 75 
$57, 812. 10 
nt a 
101, 579. 04 


402, 699. 07 
610, 934.19 
3 sh) 5D 
2, 161, 707. 93 
931, 397. 85 
151, 201. 50 
319, 496. 25 
79, 897. 50 
21, 840. 50 
138, 119. 50 
29, 267.10 
144, 000. 00 


937, 972. 73 


439. 00 136, 205. 10 

11, 307, 094. 68 *6, 694, 161. 61 
2 R07 $10,750,060 

fore Beginning March 1952, 


Government 
participation 


$108, 000. 00 
133, 675. 50 


54, 000. 00 


111, 482. 10 
67, 894. 50 
63, 393. 00 
2, 095. 00 
2. 500.00 


31, 963. 00 


279, 327. 60 
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Name of applicant 


ARKANSAS 





























Gold, Ashley J. & Gold, Joe 
Arkansas Manganese Co., Inc 
Westmoreland Manganese Corp 
Do 


Total 4 contracts 
CALIFORNIA 


The Philip Carey Manufacturing Co 
Do 

Sierra Copper Co 

R. B. Lytth 

C, W. Hymer 

Cordero Mining Co 

California Quicksilver Mines, Inc 

Altoona Quicksilver Mining Co 

Black Rock Mining Corp 

rungstar-Hanging Valley Corp 

Black Rock Mining Corp 

Miller & Warnken 

Petroleum Investment Trust, Ltd 

Pierce, G. MeGuire 


The Glidden Co 


otal 15 contracts 
COLORADO 


Treasure Mountain Gold Mining Co 
United Mining & Leasing Corp 
Erickson & Baer 

Smith, John A., and Smith, Ben A 
Utze Lode Co 

Shelby-Johnson Mines, Ince 

Silver Bay Mines, Inc 

Lead Carbonate Mines, Inc 

Callahan Zine-Lead Co 

Lupton Mining Co 

Che Moreno-Cripple Creek Corp 
Landauer, Frank 

Kolego, Henry E 

U.S. Oi] & De velopment Corp 
Johnson, Curtis C., and Dalla, Angelo 
Tungsten Mining Co., Ine 

Stanford, Tom C 
Eureka T 
Cold Spri 
Boulder 
rhe Realty 

Cherokee Mines 

Bachelor Development Co 

Bonita Mining & Development 
Cement Creek Leasing Co 
Beardsley, George L., and Arthur B 
Kast Ri Co 

Bonita Mining & Deve lopment Co 
Cadwell Mining Co 














lotal 29 contracts 
IDAHO 


Bradley Mining Co 
Svenson, Osear \ 

Hermada Mining Co 

Heber Steen 

White, Compton I 

Holtermans, Johan P 
Whitedelph Mining & Development Co 
South Mountain Mining Co 

Berrett, Lawrence 8 

Hanni, Donald D 

lley Lead-Silver Mines, Inc 

Silver iw-Queens Mines, Inc 
Hope Silver-Lead Mines, In 

Rhode Island Mining Co 
Bleazard, J. W. and G.8 

Day Mines, Ine 

laho Mining Co 
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Commodi 


Antimony 
Manganese 
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do 
Copper 
Lead, zine 
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Appro ed exploration project contracts as of Nov. 30, 1951 


Continued 


Total cost of 


contract 
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Approved exploration project contracts as of Nov. 30, 1951—Continued 
ment Name of applicant Commodity Potal cost of | Government 
ation ’ contract participation 
IDAHO—continued 
684. 75 Heller, L. 8 Lead, zine 00 
000. 00 Paymaster, Inc do OO 
MX), OO Ruby Meadows Mining Co Monazite an 
000), 00 McRae Tungsten Corp. (McRae, R. J rungsten 00 
Bradley Mining Co do 0) 
684. 75 Highland-Surprise Consolidated Mining Co Zinc, lead 00 
Nabob Silver-Lead Co do OO 71, 725. 00 
Snoose Mining Co Zine M) 67, 500. 00 
United Minerals Reserve Corp Zine, lead 104, 000. 00 52 000. 00 
Sunset Minerals, Ine do 63. 725. 00 11 862. 50 
otal 27 contracts 1. 873. 713.00 1.001. 731 
GEORGIA 
Anderson, Arthur T. (1 contract Mica 5 510.00 4 959 00 
839. 00 
IOWA 
Miller, J. E. and Lula M. (1 contract Lead, zit +, 850. 00 7, 425. 0 
MICHIGAN 
Calumet and Hecla Consolidated Copper Co Copper FHS, 193. Of 284, 096. 0 
1 contract 
116. 13 
MISSOURI 
National Lead Co Cobalt, nickel, lead 391, 540. 39 274, 078. 27 
600, 00 copper 
000. 00 American Zinc, Lead and Smelting Co Lead, zine 65, 000. 00 2 O00. 0 
600. 00 Pewgnet, Amedee A Lead ; AOD. 00 1. 800.00 
500. 00 Bootman and Boswell Mining Co Lead, zine ) RAS. 80 1, 934. 40 
000. 00 Shelton Mining Co Zine 4, 000. 00 7. 000. 00 
900. 00 
750. 00 Total 5 contracts 184 009 10 20). 312. 67 
500. 00 
000. 00 MONTANA 
500. 00 
000. 00 Amador Mining Co Copper 72, 19 6. 095. 00 
750. 00 Columbia Mini Ine 1 24. 317.8 9 158. 9 
300. 00 Hall, J. E a 21, 285. 0) 642. 50 
825. (0 Golden Messenger Corp Copper, lead 61, 875. 0 50 
750. 00 Stark, Lewis B Lead, zing 4), OOO, OF 25, 000. 00 
500. 00 Dance, Albert and Jewell do 17 94 ) &. OT \ 
500. 00 Muleahy, William Lead 2 546. 15 
00. 00 Commonwealth Lead Mining Co do 80. OF 25, 200). Of 
310. 00 Pittsburg Silver Mining Co Lead, copp t I l 7 5, 5S 
R68. 75 Hug ville Silver & Lead Mining Co Lead ”) 
000. 00 Am idor Mines Corp Lead, zit 2 i9 24 
690. 00 Benm Mining Co do 100. OO O00. 00 
951. 50) Fl Co Lead, zine, copper 80. 00 20), 690. Of 
000. 00 Western Montana Exploration & Development Lead, zinc WO 2 ( 
$25. 00 Co 
407. 50 lhe Taylor-Knapp Co Manganese 19. 602. 01 7 0 
090. 00 Do do , M bs. 200. OO 
3090. 50 Elkhorn Mining Co Choriun 2] , 102 BH 
961. 00 Combination Development Co rungster , 10. 00 2 500. 00 
erican Allovs Metals, Inc i 21, 993.8 16, 49 g 
7RS. 25 Double Eagle Tungsten Co 1o 16, 382. 0 12, 2st 
American Alloy Metals, Inc lo $3, 290. 00 167. SO 
Alps Mining & Milling Co lo 2 50). OM 15, 097. 50 
Elkhorn Mining Co Uraniun 12, 800. 00 11, 520. 00 
026. 00 Do do 9 GOF 9 125. 50 
833. 75 
075. 00 Total 24 contracts WM ARK OI 548. 326. 90 
O00, OO 
655. 00 NEVADA 
846, 50 
125. 00 Perry, | = ind Robert McPherson Antimony 2 64 RO OO 
130. 00 Li Marshall Mining Co Copper é ‘ ‘ 
500. 00 Pennsylvania Mine lo 25, 792. 22 12, 806. 11 
000. 00 Grand Deposit Mining Co Lead, zine, copper i At) 13, 20 
192. 00 Han n Consolidated Mines Corp Lead, zin 2 10. 0 4 
918. 50 Dunnigan, W. I Mercury 8, 925. O b, ¢ 
000. 00 Rysh & Corwin lunegster 2 (MK ) » 000.00 
O50. 00 Wood, David G do_.. 200). Of 4, 650. 00 
200. 00 Baker, S. G., and Lovestedt, A. J do 9 255 (MN 2 141.25 
000. 00 Cherry Creek Tungsten Mining Co 1 Wd. OM 6, 2 , 
869. 00 Bristol Silver Mines Co id 6 & () 0) & \ 
rotal 11 contracts 414 ¢ na I OR TO 
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Name of applicant 


NEW MEXICO 
















































Peru Mining Co 
Clark & Mathis 


Total 2 contracts 
NORTH CAROLINA 


Olivine Products Corp 

W.K. Hunter & J. M. Sullins 
Tamarack Mining Co 
Trammell Mining Corp 

Pitt Mica Corp 

Enloe, Harold E 

Gaston Strategic Minerals Co., Ine 
Ernest Mica Co., Inc 

The Bess Gaston Mica Co., Ine 
Piedmont Minerals, Inc 
Enloe, Harold E- 

Meadows, Hoke C 
Non-Metallic Minerals Corp 
Robinson, Henry Lee 

Enloe, Harold E 

Yancey Mica Mines, Inc 
Schmitt, Lawrence 

Hipps, W.H 

Ledbetter, Joseph H 

Powder Mill Mining Co 
Judson, F. A 

Mica Development Corp 
Zachary, E. H 

Penland, Lawrence S 

Cabe, Fred D 

Franklin Developers, Ince 

The Hitchcock Corp 


Total 27 contracts 
OKLAHOMA 
Zine, Lead & 


American Smelting Co. (1 


contract 
OREGON 


Stauffer, E. E 
Waite Minerals, Inc 


Total 2 contracts 
SOUTH DAKOTA 


Wiehe, Carl L. & B. A. Gira. -_- 
E. H. Johnson 


SOUTH DAKOTA 


Gladys Wells. 

Do 

Stewart, Jack 

Clifford, Walter S 

Michaud, Francis & Stratton, Louis 


Collingwood, Lewis W-. 

Black Hills Keystone Corp 

Do 

Keenan Properties. 

Total 11 contracts 
TENNESSEE 

King, L. W., and Scott, C. K. (1 contract) 

TEXAS 

Paulsel Mining Co 

Maravillas Minerals Co 

National Lead Co. 


Total 3 contracts 


DEFENSE MINERALS 


Commodity 


Lead, zinc, copper 
Lead, zine 


Cobalt, nickel 

Mica 
do 
do 
do 
do 
do 
do 
do 
do 
do 
do 
do 
do 


do 


do 
do 
do 
do 
do 
do 
do 
do 
do 
do 
do 


Tale 


Zinc, lead 


Antimony 
Copper 


Beryl-mica 
do 


do 
do 
do 
do 


Beryl-mica; columbium- 


tantalum 
Beryl-mica 
do 
do 


Tin, columbite, tanta- 


lum, tungsten 


Cobalt 


Mercury 
do 
Sulfur 


POLICY 


$225, 000 


12, 654. 


237 


156, 


an Ss Enon 


10, 
14, 
23, 
100, 


75 
Fé: 


10 


97, 


) 


654 


Total cost of 
contract 


00 
00 


OO 


OO 
OO 
oO 


.00 


5. 


00 
00 


oo 
00 
OO 
OO 


56. 00 
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00 


00 
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184, 029. 00 


Approved exploration project contracts as of Nov. 80, 1951—Continued 


Government 
participation 


$112, 


h. 


118, 


wa 


wn bo oe bo 


SOnmnn---— 


ae 






Sore notre 


78, 000. 


26, 


41, 


56, 
837 
48, 


113, 


500 
pain 
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O45. § 
, 000 
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5,017 
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Silv 
Hal 
Pri 
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ment 
ation 


500. 00 
327. 00 


827. 00 


852. 80 
459.00 
043. 00 
060. 00 
371. 50 
800. O0 
040. 00 
170. 00 
950. 00 
581.00 
034. 00 
750. 40 
709. 00 





$50.00 
693. 10 
240. 00 
B10. 00 
139. 00 


SiS. 0) 
575. 00 
100. 00 
134. 50 
£50. 00 
396. 50 
240. 00 
267. 10 


158. 40 
0. 00 


45. 25 
100. 00 


231. 20 
SY. 24 
192. 10 
149. 10 
110. 00 


100. 00 
100. 00 
72. 00 
100. 00 


79. 04 
"68. 00 


125. 00 
37. 50 
39. 50 


02. 00 
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Approved exploration project contracts as of Nov. 30, 1951—Continued 


Total cost of | Government 


‘ > ‘ ve ’ i y 
Name of applicant Commodity camicinas participation 
UTAH 
Silver King Coalition Mines Co ; Lead, zine $321, 534. 06 $160, 767. 03 
Harrington Mines Co do 125, 240. 00 62, 620. 00 
Privateer Mining Co_.-. Lead & 062. 00 4, 031. 00 
Park Utah Consolidated Mines Co Lead, zine 97, 266. 00 18, 633. 00 
Naildriver Mining Co-_. Lead 40, 000. 00 20, 000. 00 
Combined Metals Reduction Co Lead, zine 55, 100. 00 97, 550. 00 
Do do 222, 000. 00 111, 000. 00 
Chief Consolidated Mining Co do 453, 420. 00 231. 710. 00 
Star Dust Mine, Inc Tungsten 15, 240. 00 11, 420. 00 
Bowles-Heflin Mining Co Uranium and vanadium 18, 944. 00 17, 049. 60 
East Utah Mining Co Zinc, lead, copper, gold, 109, 174. 00 54, 587. 00 
and silver. 
Park Utah Consolidated Mines Co Zine 42. 000. 00 21. 000. 00 
New Park Mining Co Zine, lead, copper, gold, 234, 395. 20 117, 197. 60 
and silver 
° 
Total 13 contracts 1, 752, 375. 26 $87, 575. 23 
VERMONT 
The Philip Carey Manufacturing Co Asbestos 8 100.00 34. 290. 00 
Ruberoid Co do 71, 600. 00 64, 440. 00 
Vermont Copper Co., Inc Copper 51, 382. 00 25, 691. 00 
Total 3 contracts 161, O82. 00 124, 421. 00 
WASHINGTON 

G. O. P. Antimony, Ine Antimony 23, 200. 00 17, 400. 00 
Holden, 8. J., and Associates Copper 7, 600. 00 3, 800. 00 
Talisman Mining & Leasing Co Copper, zine 44, 000. 00 22 000. 00 
Farmer Mine Enterprises Lead, zine 10, 000. 00 5. 000. 00 
Che Goldfield Consolidated Mines Co do 23, 055. 00 11, 527. 50 
American Zine, Lead & Smelting Co do 120, 000. 00 60, 000. 00 
slack Warrior Mining Co Lead, zine, copper \), 247. 50 25, 123.75 
Mines Management, Inc Lead, zine, cadmium 24 000. 00 12. 000. 00 
rungsten Mining & Milling Co Tungsten 34, 650. 00 25, 987. 50 
Addy Mining Co do 21, 200. 00 15. 967. 50 
Aavestrud, Ole & Weller, Chas. J do 32, 700. 00 24, 525. 00 
Nasburg, Theodore, et al Zine 7, 560. 00 § TRO. 00 
Total 12 contracts 398, 302. 50 2°7.111.2 


WISCONSIN 


Star Mining Co Asbestos 5 000. 00 4, 500. 00 
The Dodgeville Mining Co Lead, zine 7, 500. 00 3. 750. 00 
Dodgeville Mining Co do 10. 000. 00 5 000.00 
Vinegar Hill Zine Co do 68, 440, 38 34, 220. 19 
Dodgeville Mining Co do 7. 500.00 3 750.00 
Seallon, E. P do 7. 500. 00 3 750.00 
Dodgeville Mining Co do 6, 000, 00 3 000.00 
Do Zine 10. 000. 00 5 000. 00 

Do do 8, 040. 00 4. 020. 00 
Vinegar Hill Zine Co Zine, lead 45, 704. 75 15, 996. 66 
Calumet & Hecla Consolidated Copper Co do 158, 518. 00 79, 259. 00 
Potal 11 contracts 334, 203. 13 162. 245. 85 


WYOMING 


Porter, Kenneth L Sulfur 99, 150. 00 49, 575. 00 
Continental Sulfur & Phosphate Corp do 79, 410. 00 39, 705. 00 
Total 2 contracts. i. : ; 178. 560. 00 89, 280. 00 


Grand total_.__.- aa 2 : 11, 307, 094. 68 6, 694, 161. 61 


Senator Murray. Mr. Klein. 

Mr. Kuern. Yes, sir. 

Mr. Broapeatr. Would you care to make a short statement cover- 
ing the part vour agency plays in the defense materials program? 
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STATEMENT OF OTTO KLEIN, REGIONAL DIRECTOR, DEFENSE 
MATERIALS PROCUREMENT ADMINISTRATION, DENVER, COLO. 


Mr. Kuern. Being one of the field boys, I don’t prepare the state- 
ments. I will give it to you the best I can. 

Mr. BroapGate. | would rather not have a prepared statement. 

Mr. Kier. When we receive the information from the Munitions 
Board, or from Mr. Wilson’s crowd of the National Production 
Authority, of the requirements, of what is necessary in the way of 
minerals, our crowd develops some kind of a program in conjunction 
with the other agencies. That then is brought about and implemented. 
| am sure it is Mr. Larson’s intention and Mr. Young’s direction will 
be that as fast as these programs are developed, they will be placed in 
the field for actual operation where the people living in the community 
where field officials are can get in touch with them and it will not be 
necessary to make these long trips to Washington. 

Mr. Broapeare. Mr. Larson has a dual capac ity as administrator 
of General Services Administration and also DMPA, which is one of 
the defense agencies. Are you here as his personal represe nts ative in 
both capacities, or just for one or the other of the agencies? 

Mr. Kiem. My instructions from Mr. Larson was to come to 
Butte and represent him to the best of my ability. 

Mr. BroapGarte. In either capacity? 

Mr. Kuer. I would assume so. 

Mr. BroapGate. Just what is the difference in the minerals field 
between the function of GSA and DMPA? 


STOCKPILING UNDER GSA 


Mr. Kier. GSA are procurement agents. They actually buy for 
the stockpile. In DMPA they develop the programs. I think that 
is a very clear difference, if some of my friends in Government agencies 
will verify that for me. 

Mr. Broapcare. We understand from Secretary Rose’s statement 
that DMPA inherited all of the functions except procurement, which 
isinGSA._ If an application for a production loan comes to DMPA— 
vou might tell us what the latest is; is that to be filed with RFC or 
transmitted to DMPA? That situation has not been cleared up since 
this morning, because Mr. Symington once issued a statement ordering 
all applications for loans to be transmitted through his Department. 
Do vou know what the immediate situation is and where a fellow 
should file bis application? 

Mr. Kiem. No, I do not. 

Mr. Broapeare. In any case when an application is processed by 
the engineers in DMPA and it is finally, perhaps, certified for a loan 
by Mr. Larson, do you know where the application goes from there? 

Mr. Kier. My information at the present time is it goes—on this 
production loan we were talking about this morning—that it goes to 
the National Production Authority. 

Mir. BroapGare. NPA? 

\ir. Kum. These damn letters, I knew | was going to get into this. 

Mr. BroapGare. Probably DPA? What is DPA’s function in this 
picture, this loan picture? 

Mr. Kuri. They got the money. 

Mr. BroapGare. | thought RFC was the one that determined the 
terms and conditions of the loan under Mr. Larson’s directive. 
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FUNDS DISBURSEMENT 


Mr. Kuen. My present information is that this crowd I spoke of, 
and I am afraid again to mention that alphabet business, they have 
the money. They have the two loans | spoke of this morning. If 
they approve them, they will give us the money, and these boys will 
get it. 

Mr. BroapGare. That is what I am trying to get at. If Mr. Lar- 
son gives the loan a certificate of essentiality, now you say he sends it 
over to DPA, which has the money. Can DPA mail out the cheek? 

Mr. Kiem. Every once in a while, Bill, you ask me a question that 
embarrasses me because I don’t know the answer 

Mr. BroapGare. That is all right. You are in no different posi- 
tion than most of the rest of us, so we won’t criticize you. We will 
have Mr. Tully tell us, but this seems to me to be a rather new device. 
I thought we had gotten rid of DPA. If they go to DPA, I would like 
to know what they would do with it. I didn’t know DPA was in it, 
and we didn’t call DPA back here because this is the first we knew 
they had stuck their finger back in the program. 

Did you find out for us, Mr. Klein what the present status of the 
Henderson Gulch deal is, DMA 1060? 

Mr. Kuen. No, | haven’t; | might have a wire at the hotel. 

Mr. BroapGare. In one form or another that has been kicking 
around since last January, | believe 

Mr. Kuxrin. I don’t know. 

Mr. BroapGare. Did you get any further information on the three 
manganese loans? 

Mr. Kirin. No. 

Mr. BroapGatre. You haven't had anything further from what you 
testified this morning? 

Mr. Kunin. Just those two. 

Mr. Broapeatsr. Two of them? 

Mr. Kirin. Two of them. 

Mr. Broapcatr. What happened to the third? 

Mr. Kunin. They are still looking for it. 


Mr. Broapcare. 1] am not surprised, although 1 thought they had 
found it some time ago. Now, then, as | unders tand it, our next 
move is to root out the three manganese applications, on which the 


operation of the Butte purchase depot depends, to get after DPA and 
see Whose desk we can get them from over there?* 
Mr. Kus. That is my information. 


COSTS MAKW MINES MARGINAI 


Mr. BroapGarsr. Do you possess any policy information with regard 
to Mr. Potts and Mr. Potts’ problem; do you know the overmarket 
price policy which has been made in DMPA, do you know what the 
top limit in the copper field will be? In other words, it is my under- 
standing that in order to keep marginal copper mines going, mines 
now operating which have become marginal due to rising costs, some 
policy determination has been made within the agency as to how far 
up they will go in the price scale in writing contracts. Do you know 
what the cut- “off point is? 


*NoTE.—See footnote, p. 20 
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Mr. Kier. You talked with Mr. Howard Young, didn’t you? 
Can I ask you that question? If he didn’t tell you, he didn’t tell me. 

Mr. Broapeate. I think I know what it is, but not officially. 
You are represe nting Mr. Larson. 

Mr. Kier. That's right, but I don’t know it. 

Mr. BrRoaDGATE If you don’t know it, you can’t tell us. But 
Mr. Potts requires from 30 to 33 cents. 1 thought we might discover 
whether it was worth while, his filing an application. 

Mr. Kier. I would certainly file the application, and I will be 
certainly glad to carry the ball around with it. 

Mr. Broapeatsr. I know you will, Mr. Klein. I have had many 
compliments on your job out of Denver, but as the Senator has 
remarked a couple of times, and as is shown by the letter written to 
Mr. Larson, we knew policy matters were coming up, and we asked 
Mr. Larson to send someone to speak on policy matters for him. We 
have to ask these questions so we can find out you don’t know the 
answers so we can go back to Mr. Larson at a future time and find 
out what the answers are.* 

Senator Murray. Thank you Mr. Klein. Mr. Charles Tully, 
supervising engineer, Office of Loans, RFC. 


STATEMENT OF CHARLES TULLY, SUPERVISING MINING EN- 
GINEER, OFFICE OF LOANS, RECONSTRUCTION FINANCE 
CORPORATION 


Mr. Tutry. IT have a few notes, Senator Murray, which I would 
like to have an opportunity to read, if I may. 

The President, in his Reorganization Plan No. 1 of 1951, provided 
for the substitution of a single Administrator in place of a Board of 
Directors of RFC, and also provided for a Loan Policy Committee, 
which presently consists of the Administrator, the Deputy Adminis- 
trator, the Secretary of Commerce, and the Secretary of the Treasury. 
It is this Loan Policy Committee that determines the lending policy. 

The essential feature of the current RFC lending program is that 
all loans made by the Corporation must assist, expedite, increase, or 
maintain the produc tion of goods or services necessary to meet either 
military requirements or essential civilian requirements. 


PUBLIC INTEREST A BASIS 


The lending policy interprets two statutory standards in the light 
of present conditions, namely, first, every loan must serve a public 
interest as well as a private need, and second, no loan is made where 
financing is otherwise available. The public interest also demands 
the prohibition of inflationary lending. 

Tests made to determine whether a loan meets the public interest 
requirement are (1) receipt of a necessity certificate, (2) receipt of a 
defense contract, or (3) existence of a national shortage of a commodity 
or a regional shortage sufficient that minimum needs cannot be met at 
reasonable prices. For a loan to be considered noninflationary, the 
finding should indicate either an increased supply of essential goods or 
services, or the prevention of a decrease. 

At the present time, all applications for loans are first considered 
under section 4A of the RFC Act, that is, the regular statutory author- 





*NoTtE.—DMPA announces the new copper policy the next day. 
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DEFENSE MINERALS POLICY Q3 


ity. In addition to the policy requirements, the application is judged 
to determine whether it meets the credit re qi uireme 6 under this sec- 
tion. In this connection, the following criteria are used: (a) Satis- 
factory past earnings record ; (6) adequacy of collateral; (c) competence 
of management: (d) reasonable assurance of repayment from earnings 

If an application does not meet these requirements, it is then con- 
sidered under the provisions of the Defense Production Act 

In this case, less emphasis is placed upon past earnings record and 
coliateral, but the technical ability of the management to produce the 
essential commodity is considered highly important, and a certificate 
of essentialityv is reqi ured except in case of working capital loans. 
Also, there should be reasonable assurance of req avment from earnings. 

( ‘ertificates of « essentiality have been issued by DPA, but inder a 
recent delegation, DMPA will furnish certificates of essentiality with 
respect to metals and minerals direct to RFC 


CERTIFICATE DEPENDS UPON NEED FOR MINERAL 


Senator Ecron. Mr. Tully, if | may inquire right there, this cer- 
tifieate of essentiality, that does not depend on the mining company 
or the miner who makes the application, that certificate of essentiality 
depends primarily on the recommendation or the request of the pro- 
duction authority, the National Production Authority, does it <cte 
meaning that thev specify that that certain material ‘is essentially 
needed, isn’t that it? 

Mr. Tutzy. Yes, that nee that this partic lar project is essential. 

Senator Ecron. What I: 1 getting at. the certificate of es sentiality, 
the applicant has not, he doesn’t have to make aaiaaa ceniiceiianea: 
or he doesn’t have to meet certain terms to get the certificate of essen- 
tiolity, that is what I am getting at? 

Mr. Tuniy. Yes, that’s right. 

Senator Ecron. When the enplication for loan is made, he ts already 
cIVen Q certificate of essentiality because he is mining strategic ma- 
terial or metal, is that true? 

Mr. Tunny. I wouldn’t say that is true. The application is re- 
ferred to DMPA to make the determination of the essential ty of the 
particular project. 

Senator Ecron. You have to have essenti: 
nd the product, is that correct? 

Mr. Tunniy. That is correct, Senator. These certificates of essen- 
t) ity ha ve roe Iss 1ed hy DPA. b it as I 3 id, under a recent delega 

DMPA will furnish them direct to RFC. It is considered this 
will 5 eee the mechanics of the thing. 

Mr. Broapeate. Mr. Tully, vou say they are going to furnish them 
direct to RFC 

Mr. Tutty. Correct. 

Mr. Broapeatr. That was my understanding, but Mr. Douglas 
told Mr. Klein over the phone this morning, as they did two or three 
tl mes —— 

Tuuzy. In order to clarify that, during the recess, I called 
Washingt on to determine which of those eee edures was correct. 
Earlier in the week, the procedure outlined by Mr. Klein was in effect, 
I am sure, but as of today, DVIPA is fusiiahing certificates direct to 
REC. As a matter of fact, I thought it would be of interest to the 


hitv on both the project 


23599—52 ‘ 
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committee to know that RFC has now received a certificate of 
essentiality on one of the applications discussed here this morning, 
that of Peter Antonioli. It has not received them as yet on the other 
two applications mentioned. * 


R. F. C. SETS LOAN TERMS 


Production loans under the Defense Production Act are authorized 
by RFC which sets the terms and conditions of the loan. However, 
there is close cooperation with DMPA. 

Mr. Broapaate. | understand, Mr. Tulley, that Mr. Larson and 
Mr. Symington are still discussing what the policy is going to be. 

Do you have with vou the file of the Montana Ferro Alloys Corp? 

Mr. Tuitiy. No, sir; I don’t have. I have a memorandum 
outlining the status of it. I was advised on very short notice to come 
here, and I was unable to get copies made of all of the data. 

Mr. BroapGatr. The committee merely asked you to have the 
file with you; they didn’t intend to put it in the record, but Senator 
O'Mahoney requested of Mr. Symington that that file be brought 
here for reference so we might ask vou questions about the project and 
application. 

Senator, may I introduce into the record a memorandum by Mr. 
French showing that the file was asked for? 

Senator Murray. The document will be placed in the record at 
this point. Also, | will place in the record the correspondence between 
Chairman O'Mahoney and Mr. Symington. 


To: Senator James FE. Murray 

Subject: Representation of the Reconstruction Finance Corporation and sub 
mission of material. 

From: Stewart French, staff attorney, Senate Interior Committee. 

Pursuant to vour request, last week I telephoned the office of Stuart Svmington, 
Administrator of the Reconstruction Finance Corporation, to discuss RFC 
participation in the hearing, and to request that the file on Montana ferro-alloys 
application be available. 

Mr. Symington’s secretary informed me that the Administrator’s special 
assistant, Edward Welsh, was handling the details with respect to REFC’s 
participation. 

Accordingly, I spoke to Mr. Welsh personally and transmitted vour request 
regarding the Montana ferro-allovs application Mr. Welsh informed me that it 
was ‘“‘probable’’ that he himself would represent Mr. Symington at the hearing, 
and questioned me as to the precise place where the ferro-alloys file should be made 
available. 

Our conservation was such that I had no question but that the file would be 
available at the hearing 

When I arrived in Butte, I received a telegram from Washington stating that 
Charles W. Tully, Chief of Mining Operations, Office of Loans, RFC, would 
replace Mr. Welsh as Mr. Symington’s representative. 

STEWART FRENCH, 
Staff Alorney, 
Senate Interior and Insular Committee. 


NOVEMBER 21, 1951. 
Hon. W. Strvartr SymMIncTonN, 
Administrator, Reconstruction Finance Corporation, 
Washington, D. C. 

Dear Srv: In Jine with its over-all responsibilities with respect to minerals and 
mining, and at the request of Senator James EF. Murray, the Senate Committee 
on Interior and Insular Affairs has scheduled a minerals hearing in Butte, Mont. 
for December 12. 


* NoTE.—Antonioli refused to accept the money because he considered RFC terms too onerous. 
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DEFENSE MINERALS POLICY Q5 

The purpose of this hearing is to inquire into the operation of the defense produc 
tion program in relation to minerals, especially as it affects chrome, manganese, 
and other strategic metals. 

It is, of course, highly desirable that the details of the program, particularly 
with respect to loans, be presented by officials who can speak for the Federal 
agencies concerned, and accordingly it would be greatly appreciated if you yourself 
could appear at the hearing. In the event you cannot, would you designate com 
petent officials of the agencies under you concerned with mineral exploration and 
productive loans to attend the hearing in Butte and be prepared to answer ques 
tions on your program. It is important that whomever vou designate should be 
authorized to speak for the programs. 

I am writing similar letters to Oscar Chapman and Jess Larson requesting 
similar presentation of their programs 

With every good wish, 

Sincerely vours, 
Joserpu CC. O’Manoney, Chairman 


NOVEMBER 29, 1951 
Hon. Joserpn C. O’Manoney, 
Chairman. Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


DEAR SENATOR Joe: Thank you for vour letter of November 23, 1951. in which 


Dec ember 


you suggest our participation in a minerals hearing in Butte, Mont., o1 
12 

Because of a previous commitment to talk in Los Angeles on that dav I ean’t 
be with you. We will, however, go over the loan aspects with Jess Larson, so that 
all features of the minerals problem can be well integrated in its presentation 

As you know, the DMPA certifies as to the essentiality of minerals loans. while 
we only determine their terms and conditions 

Of course, if vou think it is essential for us to have some one from RF( 
hearing, we will make the necessary arrangements 

My best regards, 


ee: Mr. Jess Larson, 


Mr. Tutity. May I submit a memorandum, sir, in connection with 
that case? 

Senator Murray. Yes. 

(The memorandum submitted by Mr. Tully is as follows:) 


RECONSTRUCTION FINANCE CORPORATION 


DECEMBER 10, 1951 
Re Montana Ferro-Alloys, Inc., Chicago, Ill, loan application, $5,500,000 
Memorandum for the files 


> 


On November 23, 1951, this examiner called Mr. J. R. Murphy, local attorney 


for captioned applicant and asked what progress had been made with respect to 
filing a new application with the Nashville ageney and withdrawing the subject 
application as per agreement in a conference held in this office on October 22, 1951 

Mr. Murphy stated that they preferred not to withdraw subject application 
until a definite decision has been reached relative to the filing of a new one and 
that this matter would be taken up the following week at a meeting that had been 
called in Chicago. 


R. G. Dickinson, Eraminer. 


OcToBER 25, 1951 
Re Montana Ferro-Alloys, Inc., 105 West Adams Street, Chicago, Ill., loan 
applied for $5,500,000. 

Memorandum for the files. 

The captioned application was filed in the Helena agency on May 9, 1951, and 
received in the Washington office on July 5, 1951 

Che applicant is a new company, without assets or liabilities, however, the 
agency has imposed a condition in recommending the loan that the company have 
a paid-in capital of $100,000. 
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Applicant is a wholly owned subsidiary of Chromium Mining & Smelting Corp., 
Ltd., Sault Ste. Marie, Ontario, Canada. Approximately 73 percent of the 
capital stock of the latter (parent company) is owned by the N. A. Timmins 
Corp., Ltd., Montreal, Canada. The parent company owns other subsidiaries. 
including Chromium Mining & Smelting Corp., Chicago, Ill., Pacific Northwest 
Alloys Corp., Spokane, Wash. (plant located at Mead, Wash.), and Exothermic 
Alloys Sales and Service, Inc., Chicago, Il, which functions as a distributor of the 
exothermic products. 

Applicant proposes to erect two processing plants for smeltering chromite ores 
and preparing ferrochromium products and other ferro-alloys for marketing 
One plant with two electric furnaces would be located near Glendive, Mont 
and the other with four electric furnaces would be located in the vicinity of Butte, 
Mont. These locations were selected because of the abundance of low-grade ores 
in Montana that could be utilized in case the foreign supply of better grade ori 
which is now available should be cut off. 

The purpose of the loan is as follows: 


Plant construction a $3, 900. 000 
Working capital_ Re 1, 600, 000 
Peek ck ile ce os 5, 500, 000 


The loan is to be secured by the fixed assets of the Soo plant located in Sault 
Ste. Marie, Canada, and fixed assets of the Riverdale plant located in Chicago, 


Tll., and the fixed assets to be acquired. (The fixed assets of the Spokane plant 
have only a nominal \ value as the ope rations are carried on in leased premises.) 
After receipt of 1 application in Washington, the question was raised s 


whether this corporation could obtain a valid lien on the Soo plant, locat dj 
Canada which represents almost 50 percent of the value of the collateral aaideted 1 
This question was referred to the Legal Division and an opinion was rendered by 
Associate Counsel W. A. Devin, a copy of which is attached hereto. While Mr 
Devin did not say that a valid lien could or could not be taken on the Soo plant 
in Canada, he stated that if 2 mortgage was taken on this property, it should be 
approved by the Department of State and the Canadian Foreign Exchange Contr 
Board. Mr. Devin also raised other questions of equal importance that micht 
be a bar to approval of a loan secured by property located in Canada. He als 
stated that there was a question of policy involved. 

Mr. J. R. ne attorney, American Security Building, Washington, D. ¢ 
who represents AP] ylicant was advised of the pr »blems that confronted us ir 
connection Wi he loan application LHe as told by members of the -«W: 
ington staff that the prospects f approval micht be better under section 302 « 
the ldefense Prod iction \ct of 1%) 0). as amel ded. H >, t} ‘mn reque sted tl 





action be withheld until he had had an opportunity to discuss the matter wit 
officials of DPA 

4+ a meeting in the Washington office on October 22, 1951, with Messrs. C. N 
Griffin, 8. A. Bingham, G. W. Brodie, and the undersigned present, Mr. Murph 
ad ised that due to the shortage of power in the Northwest the plans for erecti: 
two new proce ina plants in Montana had been abandoned. He further advi 


that the principals had acquir ‘da site in Memphis, Tenn., and had placed order 
for some of the material to be used in construction of a proposed piant to 
loes i there. 

it. was the consensus of those present that the pending applic ation be wit! 
drawn and the Spokane agency so advised by applicant and that a new pplicati 
be filed with the Nashville agency under section 302 of the Defense Producti 
Act : 

Mr. Murphy thought the new application would be for a lesser amount as tl 
plans for the Memphis plant would call for a three-furnace unit wheres t 
original plans contemplated a total of six furnaces. The reduced amount of t} 
loan. in his opinion, could be a lequately secured by a pledge of the assets t vb 
acquired and the Chicago properties, thus climinating the Canadian properti 
This, of course, is a question upon which no opinion could be expressed until w 
know the amount of the new loan and the value of the collateral tendered. ; 

Mr. Murphy Was given five Coy ies of NSRB Form 146 with instructions to fi 
four copies, after completion, with the Nashville agency fe was advised th 
late individual statements of all related companies, including N. A. Timmi 
Corp., Ltd., should be furnis shed and § a combined statement of the parent compa 
and all subsidiaries reflecting the elimination of inte rcompany accounts. Hew 
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also told to furnish the latest audit reports of the various companies and advise 
if a completion bond could be obtained in case progress disbursements were to be 
made as construction progressed. 

If — when the new application is filed, it is understood that this office will 
furnis! h the " ashville agency with a copy of the report prepared by the agency 
examiner in connection with the original application. It is assumed that the 
Spokane agency will furnish the Nashville agency with copies of the appraisal 

Il collateral tendered in connection with the new application with the exception 
of | the assets to be acquired. 


Aucust 16, 1951. 

Re Montana Ferroalloys, Inc., Chicago, Ill., application $5,500,000 
Memorandum to Mr. Ronon. 

You have inquired as to whether a valid lien can be obtained on the Soo plant 

ocated in Canada) of applicant’s parent (a Canadian corporation) as security 
for a loan by this corporation to applicant, a Delaware corporation. It is assumed 
that this inquiry does not pertain to the status of the title of the parent corpora- 
tion to the Soo plant or the authority of the parent corporation under its articles 
of incorporation and the laws of Canada to hy pothecate its assets as collateral for 
a loan made to its wholly owned subsidiary, but pertains to such internationas 
problems as may be involved. 

As RFC is an agency or an instrume ntality of the Government of the United 

ates, it is my opinion that the taking by RF C of the proposed mortgage covering 
the Soo plant in Canada should be approved by the Department of State and the 
Canadian Foreign Exchange Control Board. 

Further problems arise in the event it should be necessary to foreclose the 
mortgage on the Canadian property, such as the legal availability of the Canadian 
courts to RFC, the legality of RFC’s bidding at the foreclosure sale and taking 
title to the Canadian property, the right of RFC to withdraw from Canada the 
proceeds obtained from the liquidation of the mortgaged property, and the rate of 
exchange between American and Canadian dollars. No doubt considerable infor- 
mation bearing on these problems can be obtained from applicant and its Canadian 
counsel. Other information may have to be developed by this Corporation. Be- 
fore proceeding to arrive at a solution to these problems it would seem that a 
tentative decision should be reached as to whether or not this Corporation would 
be willing to approve the proposed loan assuming a favorable solution of these 
problems is reached. 

In addition to the foregoing it appears that a question of policy is involved. 
Applicant although a Delaware corporation is wholly owned by a Canadian corpo 
ration. It is my understanding that there is some policy objection to making a 
loan to an American corporation which is wholly owned by a foreign corporation. 
If we can be of any further assistance in this matter please advise. 

WitiraMm A. Devin, Jr., 
Asso wate Gene ral Counsel 


J. L. DoucHeERrTyY. 


Mr. Broapaatrr. Now, one other thing, Mr. Tully, the request to 
Mr. Symington for someone to attend the hearing asked to have a man 
sent who could speak as Mr. Symington’s alter ego and express himself 
on policy matters. Are you prepared to do so? 

Mr. Tutuy. I have endeavored in this statement to set forth what 
my understanding of the policy is. I would have to hear the question, 
I cuess, before I could answer it. 

Mr. Broapgats. The reason I asked you is that Mr. Symington 
was asked specifically to se a someone who could determine and speak 
on policy matters as he would speak if he were here. I wanted to 
know if you are prepared to do that before I asked you too much in 
detail about policy and wasted a lot of time. 

Mr. Tutry. I am afraid I will have to defer under those circum- 
stances. 
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NO MINING LOANS UNDER REGULAR RFC PROCEDURE 


Mr. Broapagate. Our principal interest, Mr. Tully, is not in the 
regular RFC loan procedure under 4A because they are not making 
mining loans under 4A that I know of. 

Mr. Tuuty. I know of no recent ones. 

Mr. Broapgarr. So, the fact is that an application, when it is 
certified by DMPA now, does not go to DPA, but goes directly to 
RFC. When the certificate of essentiality goes to RFC, then RFC 
begins to measure it under the terms of the directive which states that 
RFC may set the terms and conditions of the loan? 

Mr. Tutriy. That’s right. 

Mr. Broapcatrse. Do you reengineer it after it has gone through 
months of engineering by field teams and DMPA, or do you figure 
the certificate of essentiality is a sufficient guaranty of the facts so 
that all you worry about is the terms and conditions? 

Mr. Tutty. We review it technically in Washington; we don’t make 
another field examination. 

Mr. Broapcars. Why do that all over again and waste a lot of 
time? 

Mr. Tutiy. Occasionally there will be a case where we are not in 
agreement, in which case we would want to go back to Mr. Larson’s 
shop to discuss certain points. 

Mr. BroapGatr. Then, we find out you do review the technical 
data? 

Mr. Tunry. That is correct. 


PRIVATE FINANCING UNAVAILABLE 


Mr. Broapaars. Then, your next step, as I understand it, is to find 
out whether the fellow has applied to his banker, broker, doctor, loan 
shark on the corner. In other words, you must have complete assur- 
ance that he can’t raise the money any place else, including the RFC 
under 4A? 

Mr. Tuuuy. That’s right, the determination that the financing is 
not otherwise available. 

Mr. Broapgars. In other words, he has to take a pauper’s oath so 
he can operate under the Defense Act? 

Mr. Tuxiziy. That’s right. The pauper’s oath is a litile extreme, 
but it amounts to that. 

Mr. BroapGatre. What the committee would like to know is what 
is the actual difference in criteria applied toa loan if it goes through all 
this monkey business and becomes a defense loan, not RFC money, 
but RFC is incidentally granted authority to set the terms and con 
ditions. In other words, in what way are the terms and conditions 
different, or going to be different under a defense loan and under 4A 
procedure, under which there hasn’t been a loan in so long? 

Mr. Tunxiy. You said the terms and conditions rather than the 
criteria. 

Mr. Broapgatsr. I want to know both; you can’t tell one without 
the other. I am not talking about technicalities. If, for example, 
under a 4A loan you required collateral two and a half times as much 
as the loan, we will say, or enough ore so the net profit would be two 
and a half times your loan so they would be sure of paying it off, what 
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would be the collateral needed for a defense loan, or do you need 
collateral for the defense loan? 

Mr. Tuutty. There may be an inadequacy of collateral in a defense 
loan. I might add to that, that a contract mav be considered as col- 
lateral, which is not considered as collateral under 4A. 

Mr. Broapgarr. I think vou are trying to tell us if a man goes 
over to Mr. Larson’s other hand and gets a 10-year contract for all 
his metal, that is collateral. I am talking about physical prop 

Mr. Tuxtzy. I didn’t mean that. 


\ir. BroapGars. Larson can do that himself: h un issue tl on- 
} } i , ;% ‘ 
tract and advance the money on it. ile doesn t ne ) yey 1 
Mr. Tunity. As to physical collateral, there « 


[Te as . , \ , . . Fe 4 
SULTLCIETICY | | mean, the same amount would no 


P ) ! 4° 4 j } 
the Defense Production Act as under 4a. A loan eat | 
1? } ’ 
collateral is sho Qiu epar ) 
‘ > \ } 
vi DROAD( I WV ould it i ( ! } 
itl? 
‘ mn ' . . 
NI uutuy. I think that is a | e | 
Inder certain situations. 
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Mir. BroapGatse. You are supposed to sper LO Ory 


Mr. Tunuy. All right, then I think there would Lm lent 


prospect for a loan of that type. 


Mr. BroapGatrE. Summarizing it, then, if there 1s a ce cate of 
essentiality, if the management is ascertained » Ve LOO 
is a possibility of the product being sold at a p ie WEG is no 
rong’ to be particular about colla eral? 

Mr. Tunuy. That’s right. Instead of. profit, make 1t reasonable 


assurance of repayment from earnings. 

Mir. BroapGatrs. There might be some products only salable to the 
Government, so the Government would have to pay a sufficient price 
to bail RFC out. Are there any policy statements or memoranda 
out telling vour field offices to go easy on your defense loans and to 
take them with much more liberality and not apply the same criteria 


as 4a loans? 





*See letter from RFC Administrator McDonald to Senator Murray, appendix I 
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Mr. Tutty. Some criteria have been issued to the field offices, but 
they are not of the nature 1 have discussed here now. Those are 
being developed in the Washington office, and shortly it is anticipated 
that instructions will go out to the agencies pretty much along the 
line I have discussed here. This is being undertaken in Washington 
now. It has been in the process there for about a month or so. 

Mr. Broapegats. Mr. Tully, as a representative of Mr. Symington, 
is it your opinion that we need metals very badly, that there is an 
emergency in the metals and minerals field? 

Mr. Tutty. Yes, sir. 

Mr. Broapears. Why is it then that the RFC has not promulgated 
a more liberal loan program aside from the defense production loan 
which was forced on them by the Defense Production Act? How is 
it that RFC itself has not launched into the mining field with a pro- 
gram for loans as it did more or less during the war and after. In 
spite of section 14 being enacted, it has very liberal legal authority. 


APPLICATION TO RFC USELESS 


Why is it RFC has made no attempt to finance mining property? 

The feeling of the general public is that you might as well not apply 
to RFC. They felt pretty strongly about it. We have not been able 
to discover until you spoke just now what its position would be. Asa 
matter of fact, people in DMA and DMPA apparently don’t know 
whether RFC is going to make any actual loans or actual disburse- 
ments or not. Why is it, if RFC thinks there is an emergency and 
we really need the metals and minerals, why aren’t they putting out 
some loans? 

Mr. Tuuuiy. So far as being able to make them under section 4a, 
that is a liberal interpretation of 4a, I rather feel that would have 
been difficult for RFC to have done. I mean the wording of section 
4a is that the loans shall be of sound value or so secured as to reason- 
ably assure payment. I think it would be difficult to inaugurate a 
development program in view of that authority. 

Mr. BroapGarr. Has RFC asked to have the act amended to give 
it that authority back? I happen to know how section 14 got knocked 
out. Senator Murray tried, he wanted to keep it in. It went out in 
the first days of the Republican Congress. You RFC people went 
over and talked them into cutting section 14 out in the committee 
amendments. 

MINE LOAN SECTIONS DROPPED 


Senator Murray fought very hard to leave 14 in, and to include 
much more in that section, so you could have done that. The RFC 
itself was responsible for knocking out the mining parts of the RFC 
Act. The emergency has come up. It is not unusual for an agency 
to go to the committee and ask for an amendment. I can’t see that 
the RFC has made any effort. 

Mr. Tutxty. To my knowledge, it hasn’t made that request. 

Senator Murray. As the situation stands, the RFC, by carrying 
a conservative attitude on these loans, can block this whole program 
that we have been working on; and all these other agencies that have 
been established for the purpose of developing this program and aiding 
the small mine operator to get started in production, the whole thing 
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can be brought to naught by the RFC failing to observe a liberal 
attitude toward it. The certificate of essentiality alone should be 
sufficient unless there was something fraudulent in its make-up, or 
something dishonest in the program, that ought to be enough to make 
the loan. It isn’t RFC money either, Mr. Broadgate says. 

Mr. Tunty. I think in most cases it will be sufficient. 

Senator Murray. You get a great reputation in the United States 
by being conservative. If you get too liberal, you get in trouble. 

Mr. Tutty. Should there be an occasion in which REC, after re- 
ceiving the certificate of essentiality, feels a loan isn’t warranted, and 
even after discussing the matter with Mr. Larson, it still maintains its 
position that no loan should be made, then Mr. Larson may take them 
to the Office of Defense Management, Mr. Wilson, who will direct 
REC to make the loan, re ‘gardless of what RFC’s feeling may be. 

Senator Murray. Yes; that is perfectly true, it can be taken to 
Mr. Wilson, but why should it be necessary if Mr. Larson is saddled 
with the function of determining that a given mineral or project is 
essential. An application takes months to run through his shop. 
He says, ‘‘We want this property to be operated to produce mineral.’ 
Here is the defense fund, which Congress set up. This isn’t RFC 
banking money. 

Mr. Tuuriy. That’s right. 

Senator Murray. Here is a fund Congress set up for the purpose 
of financing the defense program. When that certificate goes over 
to you, to the RFC, what reason would there be for Mr. Symington 
to refuse the loan by saying, ‘““We don’t like it’’? It isn’t your func- 
tion even though it may have been expanded. 

In other words, the directive said that you set the terms and con- 
— but if you look at it from a sensible standpoint, most people 

‘eading the directive would consider you were to set the time, the 
tates of maturity, whether they paid 4 percent or 5 percent, and 
the ordinary terms of the loan as a disbursing agent, not that you 
were to act as a check on Mr. Larson and decide that you don’t want 
to give the fellow the money whether Mr. Larson says so or not. 
Mr. Larson has to go and appeal it to Mr. Wilson. I just can’t see 
that that is your function in making these loans. 


RFC OVERSTEPPING AUTHORITY 


You have been so tied up that vou are not making any mining 
loans so far as I know to implement the defense effort. © But in m: " ing 
defense loans, it seems to me it is clearly in the directive, and the 
directive can be read that you are just the fiscal agents to make sure 
the check is written properly. I don’t feel that by that directive 
RFC is charged with the responsibility of authorizing the loan. 

Mr. Tutty. No, Mr. Larson certifies the loan. That is what he 
puts out the certificate of essentiality for. We are making the loans. 

Senator Murray. As I read the directive, it seems to me very clear 
that it is RFC’s function to see that the loan is properly disbursed on 
reasonable terms and conditions. Where did this thing get crossed 
up, where did RFC change the program or consider they had to be 
responsible for the whole loan in spite of Larson, who the President 
said has all the responsibility for the war program? That is in the 
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President’s announcement when he set up Mr. Larson’s agency, he W 

was to have sole authority over the defense minerals program. min 

Mr. Tutity. The Executive order of August 28 was the one where that 

that authority went back to RFC. that 

Senator Murray. Well, it would seem to be essential that we have the 

further hearings in Washington after we return to Washington, and om 

we will try to clear this matter up at that time. the 

hav: 

STUDY BY RFC INDICATED N 

pros 

In the meantime, you can report when you return home and see S 

if they can’t make a study of this thing and assist us in unde rstanding N 

what as responsibility of the different agencies is, whether or not Nor 

the RFC could arbitrarily decide that a loan should not go through Ore 

because ged didn’t think well of it when the other agencies had bef 

studied it carefully and given a certificate of essentiality and had h 
regarded it as necessary to meet the war emergency. Those things 


ought to be studied back there, and we will have further hearings, 
as I sav, when we return. 


Mr. BroapGatr. May I request, Mr. Tully, that you file with the fs 6OClM 
committee a statement showing the procedure under defense loans Inv 
so far as it now has been evolved, and also, as far as you can, what the Gor 
criteria for making these loans is going to be, and let the committee The 
know as soon as that information has been put in the form of a diree- tan 
tive or order and transferred to the RFC’s field offices so the field trib 
men will know what goes on too. 101 

Mr. Tutry. Very well, I'll do that. ma 

(ComMiTree Note.—The requested material is set forth in Appendix = 

herein, beginning on p. 122.) A 

enator Murray. If that concludes your testimony, Mr. ‘Tully, hoc 

I will eall Mr. M. E. Volin. - 
do} 

STATEMENT OF M. E. VOLIN, CHIEF, MINING DIVISION, REGION ; 
II, UNITED STATES GEOLOGICAL SURVEY the 

Mr. Voury. Gentlemen of the subcommittee, my name is M. FE. 3 
Volin. I am a member of the field team of region Tl of which Mr. DOK 
Weisenbaum is executive officer, and chief of the mining division, : 
region II. ; 

Senator Murray. You may be seated, and if you have any com- 
ments to offer in connection with the testimony submitted here ox} 
during the day, we will be glad to have them. 

Mr. Vouty. I have a prepared statement. It is quite extensive. off 

Senator Murray. You can submit it for the record, and it will be Wi 
carried in the record in full, and you can tell us the top features of it. be 

Mr. Vourx. It covers mostly the work the field team is responsible the 
for. That is the level of the work with which I am acquainted. Our ap 
responsibility is to represent the Washington office of DMA, now tol 
DMEA and to perform its functions under the Defense Production Act 3 
of 1950. We try to give information about the program; we supply ho 
application forms, and we he Ip applic ants fill out the forms whenever ste 


we can extend that aid to the applicant; we review the applications 
and forward them to the Washington office with recommendations. 
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v. he We also prepare exploration contracts for the signature of t he Ad- 
ministrator. A very important functon, and one of the main ones is 
vhere that we supply technical information out of our wealth of information 
that we have accumulated over the years as a continuing function on 

have the referrals from the Washington office to the field. 
and Senator Murray. Well, the entire statement will be carried in 


the record, and we will not ask you to go into any detail unless you 
have some further points. 

Mr. Vourxn. Would you be interested in the current status of the 
program in the Northwest States? 


d see Senator Murray. Yes. 
ding Mr. Vou. Currently 63 exploration contracts are in force in the 
not Northwest: 25 in Idaho, 24 in Montana, 12 in Washington, and 2 in 
ough Oregon. Two projects have been completed and one was withdrawn 
had before a start was made. 
had Mr. Broapcatrr. How many in Montana? 
lings 
Ings, GOVERNMENT BEARING HALF OF COS1 
1 the Mr. Voutin. I stated there were 24 in Montana active. These 
oans ’ involve the expenditure of very nearly $3,178,000, of which the 
the Government will put up over $1,786,000, or a little more than half 
ittee The contracts in Idaho involve in round figures $1,846,000; in Mon 
irec- tana, $869,000; in Washington, $398,000; in Oregon, $65,000.  Dis- 
field tributed according to commodities, 34 of the projects are for lead-zine 


) 


10 for tungsten, 7 for copper, 5 for antimony, and 2 each for uranium, 


manganese, monazite, and thorium, and one for fluorspar. 
ndix Senator Murray. These are generally small projects? 
Mr. Voury. I think the largest one is for somewhere in the neighbor- 
ully, hood of $200,000. 


Senator Murray. Most of them are around 25 or 30 thousand 
dollars? 
ION Mr. Voury. Yes. 
Senator Murray. They only average $36,000 approximately for 
the entire sum. 


ep Mr. Vou. That’s right. The smallest project we have is about 
Mr. S600. 
sion, Senator Murray. That shouldn’t take too long. 

Mr. Vourx. That one is completed. 
‘omM- Senator Murray. Do you feel that these applications are being 
here expeditiously carried out and not delayed too long? 

Mr. Votrn. We try to get them through our office, the field team 
.. office, and into the mail to Washington in as short a time as possible 
ll be We have been hampered with a shortage of personnel; we haven't 
f it been able to give the full service we would desire to give if we had 
sible the personnel, complete personnel, but we can cite cases V here the 
Our applications came into our hands at \ 1 was handled by tl Wi ishing- 
now ton office and the contract was checked and signed in about 5 weeks. 
Act Senator Murray. I congratulate you on your work there, and we 
pply hope that will continue and the other agencies will do as well. Your 
ever statement will be carried in full in the record. 
ions (The statement is as follows:) 


iS. 
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STATEMENT SuBMITTED BY M. E. Vouin, Cuter, Mrintne Division, Reeron II, 
Unitep States GEOLOGICAL SURVEY 
Subject: The Functions of the DMEA Field Team. 

The DMA (now DMEA) field team is, as the name implies, the field repre- 
sentative of the Washingtnn, D. C., office of DMEA in maintaining liaison with 
applicants for aid under the provisions of the Defense Production Act of 1950 
(amended 1951). Specifically, the field team informs interested mining operators 
and property holders about the aid program, distributes application forms, 
assists applicants in filling out these forms, accepts and reviews completed appli- 
eations, and forwards them to the Washington, D. C., office with recommend- 
ations. 

The field team also prepares exploratory project contracts for the signature of 
the applicant and the DMEA Administrator. After the contracts become effec- 
tive, the field team is responsible for monthly inspections to follow progress, 
render technical advice, check monthly statements, and forward them for pay- 
ment of the Government’s share, and, insofar as possible, collect information 
resulting from the exploratory work. Perhaps the most important contribution 
by the field team, however, is its action on referrals from the Washington, D. C., 
offices of DMEA and DMPA for pertinent information necessary to judge the 
merits of the applications for aid. Insofar as possible this information is sup- 
plied from the valuable files of mineral resources data assembled by the Bureau 
of Mines and Geological Survey ove: the past years, but for most of the referrals 
these data are supplemental or brought up to date by additional field work. 


EXPLORATIONS PHASE RENEWED 


This statement, for the most part, will be confined to a review of performance 
under the exploratory phase of the DMA program, a part of the program now 
specifically delegated to DMEA. Only this phase of the over-all program has 
been fully operative to date. From the information presented herein you can 
judge for yourself how effective vou think it has been. Personnel of the Bureau 
of Mines and Geological Survey having a part in the field-team activities in 
region II comprising Montana, Idaho, Washington, and Oregon, believe the 
exploratory program has been of assistance to the mining industry in these 
Northwest States. It is too early to fully appraise this assistance, but we believe 
that its value will become more apparent in the year 1952 and thereafter. 

Since the start of the DMA program last vear, 289 applications for exploration 
contracts have been received and serviced... Most of these were sent to the field 
team, but some were sent directly to the DMA office in Washington, D. C. Of 
the 192 received by the field team, 93 were recommended for contracts and 99 
were recommended for denial. 

These figures will answer criticisms on the one hand that the field team wes 
recommending everything no matter how poor the chances of success, and, on 
the other hand, that the field team was overcritical in its selections. Careful 
consideration was given each application, and in nearly all cases a field examina- 
tion was made by a team of personnel from the Bureau of Mines and Geological 
Survey. Because of limitations of personnel and the large volume of applications 
to be serviced, it was necessary in some cases of apparently lesser importance to 
send only one examiner from either of the agencies. 


FIELD EXAMINATIONS REQUIRED 


Many of the applications submitted directly to the Washington, D. C., office 
were referred back to the field team for additional pertinent information necessary 
to judge their merit and most of these, of course, required field examinations, 

All applications, whether recommended for contracts or denials, were forwarded 
to Washington, D. C., to be reviewed by commodity specialist groups. For the 
recommended projects, the field team prepared contracts to send along with the 
applications and other supporting data. This made it possible for a successful 
applicant to start on his project as soon as his application was screened, approve d, 
and signed by the Administrator. Unsuecessful applicants were notified by the 
Washington, D. C., office with a full explanation of the reasons for denial. 

The criteria for judging the merit of an exploratory project are based on the 
following general considerations: 

1. One or more of the mineral commodities involved must be in the strategic 
or critical classification. 
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29 There must be a reasonable chance of production of a significant amount of 
the strategic or critical mineral commodity. 

3. The exploratory part of the project should be completed within 2 years. 

4. There must be a definite target for the exploration work, and the probable 
size of the expected ore bodies should be commensurate with the cost of the 
proposed work. ; 

5, The applicant must submit a sound and logical program for approaching 
the exploration target, and his program should be sufficient to establish that a 
commercial deposit is present. 

6. The new reserves expected should present no unsolvable metallurgical diffi- 
culty and be minable at current market prices. 

7. The project must have competent management, and the applicant must be 
financially able to carry his share of the cost. 

8. Labor should be available for the project without diverting it from producing 
mines. 

9. Equipment, supplies, and facilities should be available for the work. 

Currently there are 63 exploration contracts in force in the Northwest; 25 in 
Idaho, 24 in Montana, 12 in Washington, and 2 in Oregon. Two projects have 
been completed. One was withdrawn before a start was made, These active 
projects involve expenditures of very nearly $3,178,000, of which the Government 
will put up over $1,786,000, or a little more than half. 

If you are interested in the distribution of the money to be expended, the con- 
tracts in Idaho involve in round figures $1,846,000; those in Montana, $869,000; 
and those in Washington, $388,300. Distributed according to commodities, 34 
of the projects are for lead-zinc, 10 for tungsten, 7 for copper, 5 for antimony, 
9 each for uranium, manganese, monazite, and thorium, and | for fluorspar 


LESS THAN HALF RECOMMENDED 


In addition to the active projects, 28 applications have been recommended fer 
contracts and sent to the Washington, D. C., office for review. Nineteen exam 
inations to service applications are pending. Twelve reports are in preparation 
On the basis of past experience, somewhat less than half of the applications under 
consideration will be reeommended for contracts. 

Of the two exploratory projects completed, a small one involving bulldozer 





trenching costing about $500 on the Warm Springs lead-zine prospect in Valley 
County, Idaho, did not result in an ore discovery. The other, involving 51 churn 


drill holes costing about $14,000 to test the Ruby Meadows monazite placer ir 
Idaho County, Idaho, resulted in a recommendation that the placer area, covered 
by 4 claims, be designated a discovery, production from which will carry royalties 
toward repayment of the Government’s share of the cost of the work. The operator 
intends to start dredging operations as a privately financed venture aS soon as 
weather conditions permit next spring. 

At least 13 of the exploration projects have been recessed temporarily because 
of difficult winter weather and access, but these will be resumed as soon as condi- 
tions permit in the spring. Two projects did not get started before winter set in, 
and work consequently will be deferred until next spring. 


MONTHLY INSPECTIONS 


Active projects are inspected once a month by representatives of the Bureau of 
Mines or Geological Survey for the general purpose of noting progress and per- 
formance, as well as rendering such assistance as the operator might request 
With limited personnel available for this inspection work it is not possible to 
undertake detailed service, and in general it was intended that the operator per- 
form his own engineering, sampling, accounting, and even geological work. Per- 
formance of these things is not a problem to mining companies with operating 
organizations but can be a great problem to the individual with a property enter- 
ing the exploratory stage. The contracts are written to include these services for 
reimbursement so as to permit individual operators to assemble such organization 
as he might need to perform these things. 

After the first full month of contract operation and every month thenceforth, 
the operator submits a report on DMA Form MF-104, along with a narrative 
account of the work performed and factual data such as assays and maps. This 
form constitutes a record of the expenditures to date under the contract, and is 
in effect a bill to the Government for its share of the expenditures. 
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REPORTS CHECKED 
When received, the report is checked against the contract and if in order sent 
on to the fiscal office for vouchering and payment. It is our intent to move 


these reports along as fast as possible so that the operator does not have to wait 
more than 3 weeks for payment. 

In many cases, however, and particularly with the initial report, it has been 
necessary to return Form MF-104 for corrections, thus delaying payment. 
Operators located near enough to Spokane have been urged to come in for in- 
structions in submitting the first report. The inspecting engineers visiting the 
properties have rendered whatever assistance they can along this line. 

It is indeed unusual to have exploration work follow a prearranged plan with- 
out change. New developments coming up each day make revisions desirable. 
Such contingencies not covered by the contract can be taken care of by amend- 
ments. The executive officer has the authority to make such amendments as do 
not wholly alter the contract or increase the total obligation to the Government. 


CONTRACTS AMENDED 


It has been found expedient to amend many of the contracts now in operation. 
Some of these amendments were prepared by the inspectors and signed by the 
operator at the work site. Others have been effected by a telephone call, with 
the prepared amendment mailed to the operator for his signature. This pro- 
cedure has been such as to provide facility in the prosecution of the project. 

In addition to the exploration applications, the field team has handled 47 
applications for production loans and 22 applications for access roads. Of the 
production-loan applications, 39 were recommended for denial, 3 for approval, 
and the remainder are pending. Access road applications have been forwarded 
to the Washington, D. C., office, and now are out of the hands of the field team. 


Senator Murray. Mr. Weissenborn. 


STATEMENT OF A. E. WEISSENBORN, CHIEF, SPOKANE OFFICE, 
UNITED STATES GEOLOGICAL SURVEY 


Mr. WeissENBoRN. My name is A. E. Weissenborn. I am in 
charge of the Spokane office of the United States Geological Survey. 
{ am also executive officer of the field team which represents both 
DMPA and DMEA. I have no prepared statement. Mr. Volin has 
said much of what I might have said. I could give you a little infor- 
mation that I think you might be interested in. 

Senator Murray. Very well. 

Mr. Werssenporn. In this area—this is on the exploration pro- 
gram into which we have put most of our effort—in this area, which 
includes the States of Washington, Idaho, Montana, and Oregon, 
there has been a very considerable interest in the exploration program. 
We have received 289 formal applications on which we have had to 
make in most eases field examinations, although not in all cases. 
Altogether we have recommended 93 for contracts. 


USGS WORK LOAD HEAVY 


As Mr. Volin said, there are 65 contracts that have been approved, 
of which 2 are terminated and 1 is withdrawn. We have about 19 
pending our examination and the rest are in Washington. Some of 
those pending here were submitted too late and we can’t get to them. 
They will have to wait until spring. We have about a dozen that we 
have to complete our reports on. It has been rather a heavy load, as 
you might see, 289 applications since last May, and it has meant a 
lot of work and sweat. We have done our best. We have turned 
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down a good many, and we have approved a good number. We 
can’t approve them all, unfortunate ly. 

Mr. BroapGatrr. Do you know DMA 1060? 

Mr. Weissenpory. Not by that number. 

Mr. BroapGarr. Henderson Gulch, an application for a loan for 
Henderson Gulch. Those applications have been hanging around for 
months. 

ir. WetssenBorN. I believe that application has passed our office. 

Mr. BroapGate. Iam quite sure it has. Has it come back through 
in the form of authority to execute a contract? 

Mr. WrissENBoRN. No, si 

Mr. Broapcatre. The same gentleman has DMA No. 393, which 
must be aw fully old because of such a low docket number as that 
You don’t know about that? 

Mr. WeissenBorn. | don’t know the latest status of that. 

Senator Murray. Thank you, Mr. Weissenborn. The next wit- 
ness will be Robert Nelson. 


STATEMENT OF ROBERT NELSON, HELENA BRANCH, SPOKANE 
OFFICE OF THE RECONSTRUCTION FINANCE CORPORATION 


Mr. Neztson. I am Bob Nelson with the Helena Branch, Spokane 
Agency, RFC 

Senator Murray. You have no prepared statement? 

Mr. Neuson. No, sir. 

Senator Murray. Have you any comments to make on the testi- 
mony prese ‘ted here today ¢ 

Mr. Netson. No, sir. 

Senator Murray. Do vou think if we made you hea lof the REC 
in Washington you could do a good job? 

Mr. Neuson. I wouldn’t take it, sir. 

Senator Murray. You wouldn’t take it? 

Mr. Netson. No, sir. 

Senator Murray. You would rather stay out here in the balmy au 
of Montana where they get more sunshine than California? 

Mr. Nevson. That’s right. 

= Broapeatr. Mr. Nelson, what is the average time that it takes 

1 RFC mine loan applic ation to be processed in the local office such 
as yoursin Helena? | am not asking you to talk about what happens 
in Washington, you are not supposed to know that, but in your office in 
Helena, how long does it take from the time it reaches vou from Wash- 
ington until the time the average application has been processed and 
sent back to Washington? 

Mr. Netson. We have none referred to us from Washington. 
Thev are initiated in Helena if anybody is foolish enough to file one. 

\Mir. BroapGcatr. Credit reports, however, aren’t initiated in 


Helena? 


CREDIT INVESTIGATIONS DIRECTED 


\ir. Netson. We are directed to make a credit investigation, and 
that direction comes from the way = oflice. 

Mr. Broapaats. In other words, if an application has been filed 
with DMEA and by some chance it cues to get a certificate of 
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essentiality and it is transmitted over to Mr. Symington, then it will 
come via channels to you for a credit report? 

Mr. Neuson. That’s right. 

Mr. BroapGaatse. How many altogether have you had? 

Mr. Netson. Four. 

Mr. Broapaate. Four inquiries for credit reports. In what length 
of time? 

Mr. Netson. All four came within 3 weeks in August. 

Mr. Broap@ate. | wasn’t asking the length of time within which 
those applications reached you, but you have had three or four appli- 
cations over a period of a year? 

Mr. Neuson. Yes. All four came in August, and that is all over 
the entire period. 

Mr. BroapGats. What do you do with those? How do you in- 
vestigate those applications? 

Mr. Netson. Follow the standard, usual RFC procedure in making 
those credit investigations. That includes a Dun & Bradstreet report 
on the applicant, an inquiry from the bank, from business references 
that are usually given, together with any collateral information that 
we are able to gether elsewhere. 

Mr. Broapveate. Is that generally accepted in Washington as your 
field office reports it? 

Mr. Netson. I don’t know, sir. 

Mr. BroapGatr. That applies also to applications, or would apply 
to applications for RFC loans as well as defense production loans that 
come from Washington? 

Mr. Netson. The procedure, as far as I know, is the same for both 
type of applications. 

Mr. BroapGcate. Has vour office been instructed, to your knowl- 
edge, to handle differently applications under the Defense Production 
Act than under 4a of the RFC Act? 

Mr. Netson. We have been instructed to give them priority in con- 
sideration, but we have also been instructed to screen the application 
and determine that it fulfills the RFC code.* 

\ir. Broapcatre. What does that mean, Mr. Nelson? 

Mr. Netson. As an example, an application was filed on MF 102 
for $250,000 loan. It was accepted, I think, by some portion of 
Interior, referred to the Washington office, referred to the Spokane 
office, referred to us, and the application was incomplete insofar as 
there was no documentary evidence to indicate that credit was not 
otherwise available from private sources, other Government sources, 
including the V-loan program. Likewise, the application was in- 
complete in that there was not an agreement with the applicant to the 
extent that he would pay for the cost which might arise out of making 
application for the loan. 


APPLICANT CAN BE LIABLE FOR COSTS 


Mr. Broapeate. In other words, you are telling me that the RFC, 
if someone files an application for an RFC loan, and that loan is 
refused, that Mr. Symington can bill the applicant for the cost of 
processing the application. 

Mr. Netson. I think vou will find if the application is filed on an 
RFC application form, it includes an agreement to that effect. There 





*NOTE.— Refer to p. 99 
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is no such agreement if it is filed on MS 101, 102, or Interior forms, 
although before we process it I have been given instructions not to 
consider the application further until we have that additional data. 

Mr. Broanaate. In other words, you are telling the committee that 
in case of an RFC ‘application, the applicant signs an agreement that 
if RFC bills him for the cost of processing the RFC application he 
must pay it, even if he is turned down, but on the other hand the 
defense production loans did not include that feature, but the RFC 
has taken on itself not to pass a defense production loan application 
unless the RFC clause is written into the defense production loan 
application? 

Mr. Neuson. No; it is not written in; it is a separate document, but 
it is in our code of instructions as to handling applications. 

Mr. Broapaarter. In other words, you would make a man file an 
agreement to that effect? 

Mr. Netson. That’s right, sir; that is the instructions according 
to the code. 

Mr. BroapGatr. How, Mr. Nelson, do you determine whether a 
man has applied to his banker, baker, pawnbroker, and other Govern- 
ment agencies for loans before you can give him a loan? Does he file 
an affidavit to that effect, or does the bank give him a letter saying it 
turned him down on his application? 

Mr. Netson. There is usually documentary evidence. Presumably 
they will also have to get a statement from DMPA that an v will not 
make an advance on production. 

Mr. Broapcatrr. DMPA? 

Mr. oo Lson. Yes, because it is another agency. 

Mr. Broapcare. That would x through GSA with DMPA. If 
there was any possi ibility of Mr. Larson’s right hand bailing out his 
left, that is in effect what # would be if GSA paid out money on a 
contract that DMPA has approved so the man can operate, if there is 
any possibility of that being done, the RFC is not supposed to approve 
a defense-production loan? 

Mr. Netson. If you wish to be stuffy about the thing, we wouldn't 
even consider the application until documentary evidence to the con- 
trary was submitted with the application. Those are the regulations, 
the administrative regulations in the RFC code and ¢ ‘od ‘knows, 
didn’t make them, and 1 am not in sympathy with them. 

Mr. Broapcatrr. How would RFC be able to determine that GSA 
would or would not grant an advance on production on a contract, 
because the applicant wouldn’t know that himself? It is my under- 
standing that it is Mr. Larson’s idea he will only use that device if he 
has troube with the RFC putting out money. Which way are we 
going to look at this thing? 

Mr. Netson. We would look to the documentary evidence which 
accompanies the application, which would state that such other addi- 
tional Government assistance was not available. 


CHANGES IN RFC POLICY INDICATED* 


Mr. Broapearte. I think that is about all we might ask you along 
that line. It is evidently going to be very difficult to get RFC changes 
which I think the subcommittee ought to ask for. 








*Note.—See pp. 141-143, appendix, for tabulation of RFC disbursements under sec. 302 up to Aug 


1952. 
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Senator Murray. | am glad to have these matters in the record 
because when we go back to Washington, we will be able to find out 
what the situation is. If RFC is going to be able to make loans to the 
smal!l-mining man, we want to know; if not, we want to know that, 
too. 

That will conclude our testimony tonight and, as T say, we will 
have further hearings in Washington, at which time we will have 
similar witnesses on chrome and any of the other metals and minerals 
we have been studying. If there is anybody that wants to file a 
statement here that hasn't been heard, they are free to do so. 

I want to thank you for your attendance here today and for the fine 
hearing that we have had. It seems to me we have accomplished 
quite a bit, and we appreciate your cooperation. 1 want to thank 
Mr. ‘Trauerman for his help in organizing the meeting here today, and 
we are looking forward to working out some solution to this thing, 
and we hope to be able to give you a report sometime soon. Also, ] 
want to express the committee’s appreciation to our reporter, John 
Parker, who has had a very long, hard day indeed. Thank you all. 

Whereupon, at 6:30 p. m., the committee adjourned. 
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APPENDIX A 


ComMitTreE Note.—The legal basis for the greater part of the activi- 
ties of the Federal Government in stimulating minerals production 
found in title III of the Defense Production Act of 1950, as a 
For convenient reference, the text of title IIL is set forth in full, below 
The 1951 amendments are set forth in italic. and the sections of the 
original bill changed thereby are enclosed in black brackets. 


TirLE IJI or tHe DereNnse Propuctrion Acr « 1950. as Am 


EXPANSION OF PRODUCTIVE CAPACITY 4 \ PPLY 


[Omit parts in black brackets [ J and rt part slics] 


Sec. 301 (a). Financing guarantees. 
Se 301 (b). Fiseal agents of U.S 
Se 301 (c). Supervi on of fiscal agent 


( 
See, 3801 (d Use of appropriations 
( 


See. 302. Loans to private enterprise 
Se 303 (a). Purchase and development cor 
See. 303 (b). Commitments above ceiling prices or with antici; 
Sec. 303 (c). Subsidy payments 
ec, 303 (d Power to trar t tore ( 
See. 303 ( Expansion of facilit 
er 104 (a New agencit 
Sec. 304 (b Authority to borrow; obligations of borrowi: 
sec. 301. a In ord rto expedit » pro 1 110n and ( \ ( or ey ler 
Government contracts, the President may authori by ye hy 
as he may prescribe, the Department of the Army, the Department of e Ns: 
the Department f the Air Foree. the Department of ¢ 
agencies of the United States engaged in pr reme! 
he may designate (héreinafter referred to as “‘guarant 
regard to provisions of law relating to the 1 1! erfor aire 
modification of contracts, to guarantee in whole or 1 rt publie o1 ( 
I neing insti L1or ine] din uniy be leral Re a ( 
rehase agreement t share losses, « het r 
erest on anv k discount lvance, ¢ ! 
erewith, which 1 vy be made } ch f ’ ti , ’ 
cing any contractor, subcontractor, or other | \ ( 
1 formance OT In Cor tio ith o ( te 1 | j 
yntract or other operation deemed by the rranteen to ft 
to expedite production and deliveries or services under Government contra 
for the procuren ent of 1 aterials r the performance of service for the nationa 


defense. 





b Any Feceral agency Or any Federal Reserve bar rie esignated by the 
President, is herebv authorized to act, on behalf of any laranteeIng agency, as 
fiscal agent of the United States in the making of such contracts of arante¢ 
in otherwise carrving ¢ t the ] rposes of this sect nd i De 
necessary to enable any such fiscal agent to carry tanv ¢ antee made by it 
on bel alf of any guaranteeing agency shall be supplied and disbursed by « nder 
authority from such guaranteemg agency. No such f ( au e an} 
responsibility or accountability except as agent in taking a rc pul ant to 
or under authority of the provisions of this sectior | h fiscal agent shall 
be reimbursed by each guaranteeing agency for all exper ind | incurre 
by such fiscal agent in acting as agent on behalf of suet ranteeing ag 
including among such expenses, notwithstanding any other provision of law, 


attorneys’ fees and expenses of litigation. 
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(c) All actions and operations of such fiscal agents under authority of or cu 
pursuant to this section shall be subject to the supervision of the President, and est 
to such regulations as he may prescribe; and the President is authorized to pre- CO! 
scribe, either specifically 6r by maximum limits or otherwise, rates of interest, ou 
guarantee and commitment fees, and other charges which may be made in con- of 
nection with loans, discounts, advances, or commitments guaranteed by the chi 
guaranteeing agencies through such fiscal agents, and to prescribe regulations ca 
governing the forms and procedures (which shall be uniform to the extent practi- 
cable) to be utilized in connection with such guarantees. pu 

(d) Each guaranteeing agency is hereby authorized to use for the purposes of tic 
this section any funds which have heretofore been appropriated or allocated or ad 
which hereafter may be appropriated or allocated to it, or which are or may become the 
available to it, for such purposes or for the purpose of meeting the necessities of the vo 
national defense. cu 

Sec. 302. To expedite production and deliveries or services to aid in carrying ur 
out Government contracts for the procurement of materials or the performance of lo 
services for the national defense, the President may make provision for loans ne 


(including participations in, or guarantees of, loans) to private business enterprises 

(including research corporations not organized for profit) for the expansion of 

capacity, the development of technological processes, or the production of essential 

materials, including the exploration, development, and mining of strategic and 

critical metals and minerals. Such loans may be made without regard to the 

limitations of existing law and on such terms and conditions as the President deems 

necessary, except that financial assistance may be extended only to the extent 

that it is no Nt otherwise available on reasonable terms. 

[s c. 303.) a) To assist in carrying out the objectives of this Act, the Presi- he 
dent may aoe provision (1 for purchases of or commitments to purchase metals, m 
minerels, and other raw materials, including liquid fuels, for Government use or 
for resale: and (2) for the encouragement of expl ration, development, and minine li 
of critical and strategic minerals and metals: Provided, however, That purchases n 
for resale under this subsection shall not include agricultural commodities except ” 
insofar es such commodities may be purchased for resale for industrial uses or ” 
stockpiling, and no agricultural commodity shall be sold for such purposes at less 

than the higher of the following: (i) the current market price for such commodity, Pp 
or (ii) the minimum sale price established for agricultural commodities owned or 

controlled by the Commodity Credit Corporation as provided in section 407 of 

Public Law 439, Fighty-first Congress. t¢ 


(b) Subject to the limitations in subsection (a), purchases and commitments to te 
purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 0 
including advance payments, and for such periods, as the President deems neces- 

Sary, except that purchases or commitments to purchase involving higher than a 
currently prevailing market prices or anticipated loss on resale shall not be made 0 


unless it is determined that supply of the materials could not be effectively in- 
creased at lower prices or on terms more favorable to the Government, or that such 
purchases are necessary to assure the availability to the United States of overseas 0 
supplies. a 


(c) The procurement power granted to the President by this section shall in- ~ 
clude the power to transport and store, and have processed and refined, any mate- M 
rials procured under this section. s 

(d) When in his judgment it will aid the national defense, the President is S 
authorized to install additional equipment, facilities, processes, or improvements t 
to plants, factories, and other industrial facilities owned by the United States ( 
Government, and to install Government-owned equipment in plants, factories, and ( 


other industrial facilities owned by private persons. ] 


Sec. 303.4 (a) To assist in carrying out the objectives of this Act, the President may 
make provision (1) for purchases of or commitments to purchase metals, minerals, 
and other materials, for Covernment use or resale; and (2) for the encouragement of 
exploration, development, and mining of critical and strategic minerals and metals 
Provided, however, That purchases for resale under this subsection shall not include 
that part of the supply of an agricultural com modity which is domestically produced 
except insofar as such domestically produced supply may be purchased for resale for 
industrial uses or stockpiling, and no commodity purchased under this subsection 
shall be sold at less than the established ceiling price for such commodity (except that 
minerals and metals shall not be sold at less than the established ceiling price, or the 


1 Sec. 303 amended in full by sec. 103 (a). 
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current domestic market price, whichever is lower), or, if no ceiling price has been 
established, the higher of the following: (i) the current domestic market price for such 
commodity, or (it) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 40? 
of Public Law 439, Eighty-first Congress: Provided further, however, That no pur- 
chase or commitment to purchase any imported agricultural commodity shall be made 
calling for delivery more than one year after the expiration of this Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments to 
purchase and sales under such subsection may be made without regard to the limita- 
tions of existing law, for such quantities, and on such terms and conditions, including 
advance payments, and for such periods, but no extending beyond June 30, 1962, as 
the President deems necessary, exce pt that purchase s or commitments to purchase in- 
volving higher than established ceiling prices (or if there be no established ceiling prices, 
currently prevailing market prices) or anticipated loss on resale shall not be made 
unless it ts determined that supply of the materials could not be effectively increased at 
lower price s or on terms more favorable to the Government, or that such p } e are 
necessary to assure the availability to the l nited States of overseas D1 

( lf the Preside nt finds A ; 

(1) that under generally fair and equitable 
proce ssed material, there will result a decrease in suppl ) high 
of such mate rial, and that the coniinuation of such su } é ? ( {4 lo 
out the objectives of the Act: or 

(2? that an increase mn cost of 
threatens to impair maximum Pp oduction or s ipply in any area ¢ ible Pp es 
of any materials, 


transportation 1 lemporary 127 rracte and 


he may make proviston for subsidy payme nis on any sucl Lore ! j ) ced 
mate rial other than an agricultural commodity in such amour and ni ich many 
(including purchases of such material and its resale at a loss hout regard to the 
liamitations of existing law - and on such terms and conditior , as he determines to ve 
necessary to insure that suppiles f om such high-cost ) : ( ad, or that 
maximum production or supply in such area at stable p ; of h mate } 
maintained, as the case may be. 

d) The procure ment power granted to the President ! t} e¢ , j le the 
power to transport and store and have proces ed and fined S$ pro l 


nder this section 
(e) Whenin his judqment it will aid the national defense, the Pre ntisaut l 


to install additional equipment, facil 


i , ) ! 
i processt 0 meD ” ID - 








fories, and other industrial facilil owned by the United S ( , a 
rn stall governme nt-owned eq dipnee nl iv plar is, Ja fo ‘ io” sf il ! 8 
owned by private pe rsons. 

Sec. 304. (a) For the purposes of sections 302 and 308, t} President is hereby 
authorized to utilize such existing departments, agencies 1 s or corporat S 
of the Government as he may deem appropriate, or to create new agencies (othe 
than corporations 

b) Any agency created under this section, and any depart! t, agency, ¢ 

or corporation utilized pursuant to this section is authorized, subje e 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functior nder s ! {02 
and 303: [ Provided, That the total amount borrowed under the prov s of this 
section by all such borrowers shall not exceed an aggreg of S600.000.000 

standing at any one time .}) Provided, That the amount bo lw the pro- 
resitons of this sect on by all such borrow hall no ¢ iar agaoreagale ot S&S (t).- 
000,000 outstanding at any one time l { ( f 
agreement, loan, or other transaction heretofore yr hereaft e? } 0 

tion 3802 or 303 m poses contingent liabiiity , n ‘ j 

hall he conside red for the pur poses of sections St ja oO N 
is amend d, as an obliga ron only to ti rlent ¢ pro , e7 8 » the 
l'nited States under such transaction: and the P 
('on@? ss not less often than once eaci quarter setting f j tn int 

h transaction entered into by an agency of t United S ( tw? } 
l thority and the hasis fo leté nining Ul probabl é > 7 i l 
States thereunder.6 For the purpose of borrowing as author 1 by this subsee- 
yn, the borrower may issue to the Secretary of the Treasut ts ites, debentures, 
bonds, or other obligations to be redeemable at its option before ma ritv in | 
manner as may be stipulated in such obligations. Such obligations shall bear 


interest at a rate determined by the Secretary of the Treasury, taking int 


's Italicized portion substituted for bracketed portion by sec. 103 
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sideration the current average rate on outstanding marketable obligations of the 
United States as of the last day of the month preceding the issuance of the obliga- 
tions. The Secretary of the Treasury is authorized and directed to purchase 
such obligations and for such purpose the Secretary of the Treasury is authorized 
o use as a public-debt transaction the proceeds from the sale of any securities 
issued under the Second Liberty Bond Act, as amended, and the purposes for 
which securities may be issued under the Second Liberty Bond Act, as amended, 
led to include any purchases of obligations hereunder. 

C c) 16 In addition to the sums authorized to be borrowed under subsection 
(b), there is hereby authorized to be appropriated to carry out the purposes of 
sections 302 and 303, such sums, not in excess of $1,400,000,000, as may be neces- 

f 





APPENDIX B 


Extrracts From THE INTERNAL REVENUE Act or 1951, WitrH SIGNIFICANT 
PORTIONS OF THE ComMiTTEE ReEpoRTS THEREON 


EXPENDITURES IN THE DEVELOPMENT OF MINES—SECTION 309 
al Revenue Act provides that expenditures in- 


curred j 1a velor it va mine, after existence of a commere ial deposit has been dis- 
closed, are deductible in the year incurred or, at the taxpayer's election, may be 





deferred and charged off ratably against the ore benefited. It thus makes it clear 
that alls h development expenditures are to be deducted from otherwise taxable 
income, independently of percentage depletion 


Section 309 is applicable to taxable vears ending after December 31,1950 


The new provision reads as follows: 


“SEC, 309. EXPENDITURES IN THE DEVELOPMENT OF MINES. 


a) DepuctTIOoNn OF EXPENDITURES Section 23 (relating to deductions from 
gross income) is hereby amended by adding at the end thereof the following new 


subsection: 


cc) DEVELOPMENT OF MINES 


1) IN GENERAI Kxeept as provided in paragraph (2), all expendi- 
tures paid or incurred during the taxable year for the development of a mine 
or otner atural leposit other than an oil or gas well if paid or incurred after 


i 
December 31, 1950, and after the existence of ores or minerals in commer- 


cially marketable quantities has been disclosed. This subsection shall not 
apply to expenditures for the acquisition or improvement of property of a 
character which is subject to the allowance for depreciation provided in see- 


tion 23 (1), but allowances for depreciation shall be considered, for the pur- 
poses of this subsection, as expenditures, 

‘* (2) ELECTION OF TAXPAYER.—At the election of the taxpayer, made in 
accordance with regulations prescribed by the Secretary, expenditures de- 
scribed in paragraph (1) paid or incurred during the taxable year shall be 





treated leferred expenses and shall be deductible on a ratable basis as the 
units of duced ores or minerals benefited by such expenditures are sold. 
In eC { f such expenditures pi id or incurred during the devel pment 
stage of the mine or deposit, the election s all apply only \ ith respect to the 
excess of such expenditures during the taxable year over the net receipts 
during the taxable vear from the ores or minerals produced from such mine or 
deposit. The election under this paragraph, if made, must be for the total 
amount of such expenditures, or the total amount of such excess, as the case 
may be, with respect to the mine or deposit, and shall be binding for such 


3) ADJUSTED BASIS OF MINE OR DEPOSIT.—The amount of expenditures 
which are treated under paragraph (2) as deferred expenses shall be taken 
into account in computing the adjusted basis of the mine or dep»sit, except 
that such amount, and the adjustments to basis provided in section 113 
b 1) (J), shall be disregarded in determining the adjusted basis of the 
property for the purpose of computing a deduction for depletion under 


section 114.’ 
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has been dealt with through the optional deduction of intangible drilling and 
development costs in the year they are incurred. 

“Expenditures made for the purchase of depreciable property are not to be 
counted as development expenditures for this purpose but the depreciation charges 
which appear as the result of the use of such property for development purposes 
may qualify for such treatment as development costs. 

“Expenditures made for development will continue to increase the adjusted 
basis of the mine for computing gain or loss as under existing law; however, 
this basis will then be reduced as the deductions allowable under this provision 
of the House bill occur. Although thus included in the adjusted basis for the 
purpose of computing a gain or loss from a sale, in order to prevent duplication 
of tax benefits, such development expenditures are not to be taken into account 
in determining the adjusted basis of the property for the purpose of computing 
depletion based upon costs. 

“Your committee’s bill retains the principle of the House bill. However, 
section 309 of your committee’s bill provides that the taxpayer may elect either 
to deduct development e xpenditure s, whether incurred before or after the produ 
tion stage has been reached, in the year when they are incurred, or to treat de - 
velopment expenditures incurred before the production stage has aan reached as 
deferred expenses, to be deducted ratably as the ore or mineral is sold. This 
second alternative is the same as under the House bill. Such an election may be 
made for each year, but must be for the total amount of net development expendi- 
ture made in that year with respect to the mine. As under the House bill, if the 
taxpayer elects to defer development expenditures the amount so deferred will 
be included in the basis of the mine for the purpose of determining a gain or 
loss on its sale, and the basis will be reduced as the deductions, allowable when 
ore or mineral is sold, are made. 

‘Your committee’s bill also provides that if the taxpayer elects to defer the 
deduction of development expenditures incurred during the development stage, 
the amount to be so deferred in any year will be the excess of the development 
expenditures in that year over the net receipts during that year from the ores or 
minerals produced. 

‘This provision of your committee’s bill is effective with respect to taxable 
vears beginning after December 31, 1950. 

“It is estimated that in a full year’s operation this provision will involve a 
revenue loss of about $20 million annually.”’ 


[Excerpt from Senate Finance Committee aia No. 781, pt. 2, September 18 
1951, p. 21] 


“Section 309. Expenditures in the de velopment of mines 


“This section corresponds to section 302 of the bill as passed by the House 
Your committee has added a provision allowing the taxpayer an election to deduct 
certain expenditures for the development of a mine or other natural deposit (other 
— an oil or gas well) either in the taxable year paid or incurred or ratably 

luring the taxable years in which the produce <d ores or minerals are sold. Your 
committe e has also made technical changes in the section. 

Under existing law all expenditures in excess of net receipts from ores or min- 
erals sold are required to be charged to capital account while a mine is in the 
development stage and are to be recovered through depletion. However, after a 
mine has reached the producing status, development costs, whether or not in 
excess of net receipts from ores or minerals sold, are not treated as capital charges 
recoverable through depletion but as operating expenses, deductible in the year 
in which the produced ores or minerals benefited thereby are sold. 

“Section 309 of the bill amends section 23 of the code by adding a new subsection 


ec). The corresponding provisions of the House bill would have inserted a 
new en (D) to section 23 (a) (1). 
‘Paragraph (1) of subsection (cc) provides that all expenditures for the develop 


ment of a mine or other natural deposit (other than an oil or gas well) paid or 
incurred after December 31, 1950, and after the existence of ores or minerals in 
commercially marketable quantities has been disclosed shall be deductible, except 
as othewise provided in paragraph (2) of this subsection. These expenditures 
shall be deducted whether paid or incurred by the taxpayer while the mine or 
deposit is in the development or while in the producing status. Paragraph (1 

further provides that this new subsection shall have no application to expenditures 
for the acquisition or improvement of property of a character which is subject to 
the allowance for depreciation provided in section 23 (1). However, allowances 
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ng and 
for depreciation shall be considered for the purpose of this new subsection as 
to be expenditures. 
charges ‘During the development stage, this new subsection is ap] 
irposes tures of the taxpayer, unless otherwise excluded herein Howeve.,. after the p 
ducing status is reached, it is only those extraordinary expenditures which wu 

















ijusted existing law must be deferred and deducted ratably as the produced or 
ywever, minerals benefited thereby are sold which are affected by th ibsecti 
OVision determination of when a mine or deposit passes from one stage into another shall 
for the be made under existing law. 
ication “Paragraph (2) of subsection (cc) allows the taxpayer to elect, in accordane 
recount with regulations, to treat such expenditures, whether paid or incurred during 
puting or after the development stage, in the same manner as such expenditures are now 
treated after the mine or deposit has reached the producing status Cha 
ywever, expenditures may be treated as deferred expenses and shall be deductible on a 
either ratable basis as the units of produced ores or minerals benefited by such expend 
yroduc- tures are sold. While the mine or deposit is in the development stage the election 
eat de- under paragraph (2) applies only to expenditures which ar mn excess 
‘hed as receipts during the taxable vear from the ores or minerals produced from 
This or deposit Accordingly, the amount of such expenditures \ ( cess 
may be of such net receipts for the taxable year while the mine or depos nt leve 
cpendi ment stage shall be deductible in full. rhe electio ber Ss paragrap 
E if the applicable to the total amount of such exp na i or of suc ( i 
ed will may be, with respect to each mine or deposit and shall be irrevocable { 
Zain or taxable vear for which it is made. 
e when “This amendment is applicable to a taxpaver who has paid « curred expend 
tures of the type described therein and accordingly has ro application to that par 
fer the of the cost of a mine or deposit attributable to such exp ures when aecquir 
stage, by purchase. Vhere a taxpayer has paid or incurred expenditures described 
pment subsection (ec), has made an election under paragraph (2), and has thereafter 
ores or thereafter leased the developed property retaining a royalty interest ther 
a taxpayer shall be allowed the ratable deduction provided in ps mt (2 
taxable “In order to determine the amount of the annual deduction allowable 
paragraph (2), it will be necessary to estimate the number of units, ber 
volve a such expenditures, in the reserve of the nine or depo at Lose yf t 1 
vear for which an election is made. ‘This estimate, is of cour sub 
sion in the event it is ascertained as the result of operation « 
ber 18, that the remaining recoverable units are materially greater or less 
number remaining from a prior estimate \s these units are produc al 
sold, the amount of the development costs to be deducted will be an a 
H which is in the same proportion to the total of such costs v *h are treated 
— deferred expenses as the number of units sold is to the number of units in thi 
deduet in . 
reseTve 
ee In computing the amount of percentage « m all ra ixable 
ane vear, the deductions allowable for such year paragra l) or (2 
section (ce) shall be taken into account in determining the taxpayer's net 1 
' ‘ 


for the purpose of the 50 percent limitation provided in section 114 
Or mih- ¢ 4} } 

. \ or the code, 

in the 


: Paragraph (3) provides that the amount of the expenditures which are to be 
aiter a } 





' deferred and deducted ratably under the election provided paragraph (2 
no in \ . . . . : , ; 
hes be taken into account in determining the cost of the mine or deposit for 
charges , : . 119 f } , 
} : purpose of sections 111, 112, and 113. However, no am oO ich i 
ne year ° . , } . . : » 
' expense shall be included in the adjusted is of the prope! ior the } I 
computing a deduction for cost depletion under section 11 
section \ . i 2n« 1 1 1] l . 
Subsection (b) of section 309 of the bill adds a ne bparagrap ) 
erted a aa : : ' 
section 113 (b) (1) (relating to adjusted basis of proy pro ‘ i 
he basis of mines or natural deposits shall be a sted for am ‘ 
evelop 7 ; . 99 $ ) | ; } f 
naid a deductions under section 23 (ce 2) and resulting in a reduction « the ta : 
aid or ae : 7 = 
oral taxes under chapter l of the code, but not less than the amounts allowable ier 
erals in : ; : 
such section for the taxable year and prior years According if a taxpa 


, except 
iditurs _ 
nine or 
aph (1 


purchases undeveloped mining property for $1,000,000 a: d at the close of the 
development stage has incurred development costs in excess of net receipt 
$9 000,000, and has made the election with respect to sucl osts under sectiol 


ditures 23 (ec) (2) the basis of such property at such time for computing gain or loss 

ject to be $10,000,000. Assuming that the taxpayer in this example has operated 
mine for several vears and has deducted allowable percentage depletion in the 

ywances a : } “er a ti 2 
amount of $2,000,000 and has deducted, pursuant to an election under section 25 


ec) (2), allowable deferred development expenditures of $2,000,000, the basis of 
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the property in the taxpayer’s hands for purposes of determining gain or loss if n 
sold will be $6,000,000. I 


“Subsection (ce). of section 309 makes a technical amendment to section 24 (a Si 
2) of the code (relating to items not deductible) in order to remove any doubt as U 


to the deductibility under section 23 (ce) of the expenditures incurred in the 


development of a mine or deposit. T 














The amendments made by this section of the bill shall be applicable to taxable 
ears ending after Decem| 31, 1950. * 
In conference the House accepted the Senate amendment without change The 
taff of the Joint Committee on Internal Revenue Taxation, in it Surnmmar I 
he Provisions’’ of the Act as agreed to by the conferees (which was later enacted 
nto law) described t! ection in the following ma er (p. 25 : 
f / es ; / opn or? nes S IY 
‘ if z lay i i re ULALLONS all f De! ture mad Will es pt t on 
e | . . } time it. h rea , 4 pre 1, 4 trace » hy 
ept i i tal yn from re roductl I Vil ? ( 1) 
j ‘ ) - D | lop! ent \p nait il tal ! ( of l X} I 
ire { i r Dl be y | ed \ ts oO pl Al 1¢ | 
) rposes onl { lepl Allow 
Tr. j xp litures which n } y Cal i] da he 
t i I ( hi ure irv to make the or < er mine! 
such exp res are re lired ! i vulized onl l rane 
ea il ot wt I ( rs ‘ the maior ru ( ! ral 
) ) ol l { rom wor ys Oo er? i t ) p | © | TPpose ¢ 
elopr he principal a of 1 ine be e productio 
i ( ea - Is roductie stag continued ¢ pene ures ust by 
ud » galler the rki e ore or other 
alr Su penditure ure ullv deductible curre | Hlowever, 
t he trac ul ? cope thev a reated as prepaid 1 ( t 
leducted ratably as the ore benefited by the expenditure is produced and sold 
- mt rf e bill provides that the tary er, with respect to expe itu 
paid or rred a r Dece her 31. 1850. int elopme? of 4 min ol I 
uf al deposit na ( either to deduct development « | diture etl 
urred before or after the productio: 4 ‘ reached, in the ve whe 
hev are curre or o treat ce elopr ent exp litures meurre 1 bef re ne pro 
l 1 Tac na ( T i hed as 1, er ed ¢ 1M es » bye el ‘ irat if i~ i 
re or era ss 1 such ane ion ! i e mad ror enc I but I | 
rf » ital »TY 1 ‘ t ck elonme 4 rs Ty j | that al ait 
resp t Tr f <¢ 
| : sie wp Oo? when the Cpe? "nT ire made after t existe 
ot ore or TY eral ! commercialls mar tahyle WA TIT *~ ha he ! 1 rr Tig ‘ 
wd 1 ( y? tage has be it do ( upp! » OU OT GAS 1 | 
i re 5B J i zy pur i ) cle re i | PY ert. Al hot 
) i levelopment expenditure for thi purpose } the ley 
’ } ppear as the result. of f h proper for ¢ el ent 
pur} f na ilif resi ul el a evelopn t co 
If 1 ta aver el t< hem. expe { Y made rad ( | nt will 
7 0 CASE f 1d basis of ( P ype. . 
inde ist la ywwever, tl b vill 1 reduced as tl luctio 
Hox inder t provision of the bill occur ! ih thu wed in 
l i basis for the purpose of computing a 2 or toss Trom & sat rder 
LiKE Info account determining the adjusted ba of the propert or t 
purty e of computing depletion based unon cost 
The bill also provides that if the taxpaver elects to defer the deduction of 
development expenditures incurred during the development stage, the amount to 
be so deferred in any vear will be the excess of the development expenditures i1 
that vear rver the net receipts during that vear from the ores or mineral roaducer 


T 

t 
This provision of the bill is effective with re pect to taxable vears beginning 
aiter December 31, 1950.”’ 


EXPENDITURES FOR MINE EXPLORATION, SECTION 342 


Section 342 provides that prospecting and exploration expenditures (up to 
75,000 per year in any four years) prior to disclosure of a commercial deposit, 
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r loss if may be charged off as expense, either currently or on a def Asis This 

provision, though limited in scope, will afford a measure of enc eme! he 

1 24 (a search for yet undiscovered deposits of much needed minerals, and in endeavors 
oubt as to disclose the commercial nature of mineral deposit 

in the Section 342 is applicable to taxable years ending after Decs er 3 1950. 


The new provision reads as follows: 
“SEC. 342. DEDUCTION OF EXPENDITURES FOR MINE EXPLORATION. 


DirpucTION OF MINE 
the foll Wing new subsection 


ff) Depucrion oF EXPLORATION EXPEN 


| IN GENER In the ea f « j 
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unt ) pplicable o taxable I ( I D T 20) 
id In its September 18 repor 1 a . 
mduced \ mM ee on Finance dist { t “ Vis 
nil _ ‘ ‘ . wee ’ ws 
Excerpt from Senate Finance Committee Repo i ae Septe! r 18, 1951, 


Ss. Mine explorat on expenditures 
‘It is generally recognized that 
up to this country are in many respects ¢ 
eposit, of our economy, especially in an 
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only is this true with many common metals such as copper, zine, and lead, but it 
is even more true with respect to Many rare metals and nonmetallic minerals. 
Intensified and expanded efforts to find new deposits of ores and other minerals 
are highly desirable. 

“Under present law, expenditures for ascertaining the location, extent, and 
quality of mineral deposits cannot be deducted (unless such expenditures produce 
no useful results, in which case they can be deducted as with any other loss), but 
but must be capitalized. Amounts so capitalized can be recovered for tax pur- 
poses only through depletion allowances. Moreover, if the depletion allowance 
is based upon a percentage of gross income from the property, this deduction is 
the same whether a large or a small sum was spent for exploration, so that there 
is no special tax incentive for increased exploration expenditures. 

‘Your committee believes that a special incentive for increased exploration for 
mineral deposits is desirable, especially in the case of taxpayers with limited 
financial resources. ‘Therefore, section 341 of your committee’s bill provides 
that with respect to expenditures made to ascertain the existence, location, extent, 
or quality of any deposit of ore or other mineral (other than oil and gas), prior to 
the development stage of a mine, the taxpaver may elect to deduct in any taxable 
year any amount up to $75,000 paid or incurred in that year; or he may defer 
any amount up to $75,000 not deducted in the current vear, and deduct that 
amount ratably as the minerals discovered or explored as the result of the expendi- 
ture are sold. Any taxpayer may treat such expenditures made in any 4 years, 
up to $75,000 per year, as deductible in either of these ways; after he has done 
this for 4 years, additional expenditures for exploration must be capitalized as 
under present law. Amounts so deducted will be a substitute for cost depletion 
based on such expenditures, but the allowances for depletion based upon a per- 
centage of gross profit will not be affected. 

“The reduction in revenue resulting from this provision is expected to be 

- in a full vear’s operation. 

‘The amendments made by this section of your committee’s bill will apply to 

taxable vears ending after December 30, 1950.’’ 


[Excerpt from Senate Finance Committee Supplemental Report 781, Pt. 2, 
September 18, 1951, p. 63—the present sec. 342 was then numbered 341] 


“Section 341. Deduction of expenditures for mine exploration 
‘This section, for which there is no corresponding provision in the House bill, 
amends section 23 of the Internal Revenue Code (relating to deductions from gross 
income) by adding a new subsection (iT) thereto. 

“Paragraph (1) of such subsection provides that expenditures paid or incurred 
during the taxable year for the purpose of ascertaining the existence, location, 
extent, or quality of anv deposit of ore or mineral, and paid or incurred prior to 
the beginning of the development stage of the mine or deposit, shall be allowed 
as deductions in computing net income for the taxable vear except to the extent 
that such expenditures exceed $75,000. The vearly limitation of $75,000 applies 
to all such deseribed expenditures of the taxpayer and is not a total amount allow- 
able with respect to each separate mine or deposit. A 4-vear limitation is applica- 
ble, as deseribed hereinafter. 

Chis subsection, however, is applicable only to expenditures described and 
which, but for this subsection, would not be allowable as a deduction for the 
taxable vear. Those expenditures that would be allowable without reference to 
this subsection continue to be allowable to the same extent as under existing law 
and are not to be taken into account in computing the $75,000 limitation. This 
subsection, also, is applicable only to expenditures paid or incurred prior to the 
beginning of the development stage of the deposit, or mine relating to such deposit. 
The determination of the beginning of the development stage is to be made, as 
under existing law, bv reference to the time when the existence of ores or minerals 
in commercially marketable quantities is disclosed. 

‘This subsection does not apply to expenditures for the acquisition or improve- 
ment of property of a character which is subject to the allowance for depreciation 
provided in section 23 (1) of the code, but allowanees for depreciation shall be 
considered, for the purposes of this subsection, as expenditures paid or incurred. 
This subsection, also, does not apply to expenditures for the purpose of ascer- 
taining the existence, location, extent, or quality of any deposit of oil or gas. 

‘Paragraph (2) of the subsection provides that, at the election of the taxpayer 
in accordance with regulations prescribed by the Secretary, he may treat as 
deterred expenses any portion of the amount deductible under paragraph (1). 
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Such portion so treated shall not be deductible under paras 
deductible on a ratable basis as the units of produced ores or minerals discovered 
or explored by reason of such expenditures are sold. An election made under this 
paragraph for any taxable year shall be binding for such vear. 

“Tn order to determine the amount of the deduction allowable for any taxable 
year under paragraph (2), it will be necessary to estimate the number of units, 
discovered or explored by reason of such expenditures, in the reserve of the ne 
or deposit at the close of such taxable vear. ‘This estimate is, of course, subject 
to revision in the event it is ascertained as the result of operation or development 
work that the remaining recoverable units are materially greater or less than the 
number remaining from a prior estimate. As these units are produced and sold, 
the amount of such expenditures to be deducted will be an amount which is in 
the same proportion to the total amount of such expenditures with respect to 
which an election under paragraph (2) has been made as the number of units sold 
is to the number of units in the reserve. 

“The deductions allowable under this subsection are not, of course, subject to 
disallowance under section 24 (a) (2) 





“This subsection is applicable only to a taxpayer who has paid or incurred 
expenditures of the type described therein and accordingly has no application to 
that part of the cost of a mine or deposit attributable to such expenditures when 
acquired by purchase. ‘The subsection intends that where a taxpayer has paid or 
incurred such expenditures, has made an election under paragraph (2 ind has 


thereafter leased the mine or deposit, retaining a rovalty interest therein, the 
taxpayer is to be allowed the ratable deduction provided in paragraph (2). 

“Paragraph (3) of the subsection provides that the subsection shall not apply 
to any amounts paid or incurred in any taxable year if in any four preceding vears 
(not necessarily consecutive years) the taxpaver, or any individual or corporation 
(who has transferred to the taxpayer any mineral or ore property under circum- 
stances, which make the vrovisions of par. (7), (8), (11), (13), (15), (17), (20), 
or (22) of sec. 113 (a) of the code applicable to such transfer), has (1) been allowed 
a deduction under paragraph (1) of the subsection, or (2) made the election 
provided under paragraph (2) of the subsection. ‘lhus, for example, if a taxpayer 
who makes his return on a calendar-year basis takes a deduction under the sub- 
section in each of the years 1952, 19538, 1954, and 10956, he will not be entitled to 


any deduction under the subsection for 1957, or any other sul sequent taxable 


vear. ‘This is true even though the amount of the deduction taken in each such 
year is for less than the $75,000 annual ceiling. 

Paragraph (4) provides that the amount of the expr ture hiel ef 
deferred and deducted ratablv under the election p1 led in paragr: 
he taken into aceount in determining the adjust ‘ of t 
However, no amount of such deferred expense shall be include n the ( 
basis of the property for the purpose of e ymmput yr educti ror o 
under section 114 of the code 

Subsection (b) of this section of the bill ame ( ! 13 
code (relating to adjusted basis of propert to add a ne subpara h 
thereto. This subparagraph provides that the || of a mine or « { 
he adjusted for amounts allowed as deductions as deferred expense 
23 (ff) (2) of the code to the extent sueh deductions 1 tt nad I 
the taxpaver’s taxes under chapter 1 of the code, but not less than the ¢ t 
allowable under such section for the taxable vear and prior ve t 
ments are to be made for such deductions, however, in determining the adjus 
basis of the property for the purpose of computing a deductio! for depl 
under section 114 of the code 

“Subsection (c) of this section of the bill provides that the amet ents made 


} } f; 


by this section shall be applicable only with respect to taxable vears ending after 
December 31, 1950.”’ 


The following explanation of this section is given in the Conference Report of 
October 18, 1951 (H. Rept. No. 1213), p. 85: 

“Amendment No. 93: This amendment adds a new section ff] » section 
23 of the code (relating to deductions from gross income provicl t CX 
penditures paid or incurred during the taxable year for the purpose of ascerteining 
the existence, location, extent, or quality of any deposit of ore or other mineral, 
and paid or incurred prior to the beginning of the development stage of the mine 
or deposit, may be deducted in computing net incor for the taxable year, 
except to the extent that such expenditures exceed $75,000 Che ectiol 


further provides that the taxpayer may elect to treat as leferred expenst any 
portion of such deductible amount, in which event such deferred portion shal 
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be deductible on a ratable basis as the units of produced ores or minerals dis- 
covered or explored by reason of such expenditures are sold. No deduction may 
be taken under this new subsection if in any four preceding years (not necessarily 
consecutive years) the taxpayer, or any individual or corporation (who has 
transferred to the taxpayer any mineral or ore property under circumstances 
which make the provisions of pars. (7), (8), (11), (13), (15), (17), (20), or (22) 
of section 113 (a) of the code applicable to such transfer), has taken a deduction 
or elected to treat exploration expenditures as deferred expense, under the new 
subsection. The House recedes with a clerical amendment.” ! 

The “Summary” by the staff of the Joint Committee on Internal Revenue 
Taxation, after the final language of the bill had been agreed upon by the House 
and Senate conferees, gives the following explanation (p. 48) of this provision as 
agreed to by House and Senate conferees (which was later enacted into law): 


(i ar 


39. Mine exploration ex pe nditures (sec. 342) 


‘Under present law, expenditures for ascertaining the location, extent, and 
quality of mineral deposits cannot be deducted (unless such expenditures produce 
no useful results, in which case they can be deducted as in the case of any other 
loss), but must be capitalized. Amounts so capitalized can be recovered for tax 
purposes only through depletion allowances. If the depletion allowance is based 
upon a percentage C2 gross income from the property, this deduction is the same 
whether a large or a small sum was spent for exploration. 

‘Section 342 of the bill provides that with respect to expenditures made to 
ascertain the existence, location, extent, or quality of any deposit of ore or other 
mineral (other than oil and gas), prior to the development stage of a mine, the 
taxpayer (whether exploring for one or more mines) may elect to deduct in any 
taxable vear any amount up to $75,000 paid or incurred in that year; or he may 
defer any amount up to $75,000 not deducted in the current vear, and deduct 
that amount ratably as the minerals discovered or explored as the result of the 
expenditure are sold. Any taxpayer may treat such expenditures made in any 
4 years, up to $75,000 per vear, as deductible in either of these ways; after he 
has done this for 4 years, additional expenditures for exploration must be capital- 
ized as under present law. Amounts so deducted will be a substitute for cost 
depletion based on such expenditures, but the allowances for depletion based 
upon a percentage of gross profit will not be affected 

“The amendments made by this section of the bill is to apply to taxable vears 
ending after December 30, 1950.’’ 





APPENDIX C 


RECONSTRUCTION FINANCE CORPORATION, 
Washington 25, D. C., December 28, 1951. 
Mr. Srewart FRENCH, 
St iff Coun el, Senate Commidtee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 

Dear Mr. Frenen: You will recall that at the conclusion of my testimony at 
the recent hearing held in Butte, Mont., I was requested to submit to the com- 
mittee a written statement relative to procedure in handling loans under the 
Defense Production Act as well as criteria used in making such loans and any 
new instructions sent to our field offices relative to defense production loans. 

The procedure followed by RFC in handling applications for defense production 
loans is set forth in section 309 of our Loans Manual, copy attached. Our loan 
agencies in the field are under instructions to follow procedure outlined in this 
manual, section 309 of which was last revised on September 24, 1951. 

The principal criteria which must be met before an application for a loan under 
the Defense Production Act can be approved are embodied in section 309 of the 
Loans Manual and part II of Loan Policy Statement I, copy of which is also 
enclosed. 

They may be summarized as follows: 

(1) The loan must assist, expedite, increase, or maintain the production of 
goods and services necessary to meet either military requirements or essential 
civilian requirements. 

(2) Granting of the loan will not be inflationary. 





1 The clerical amendment made was merely to change the section number from 341 to 342. 
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dis- (3) Funds for purposes for which application is made are not otherwise available 
mav on reasonable terms. 

arily (4) Essentiality of the loan shall be certified by the appropriate certifying 
has agency, except in the case of working capital loans 

heen (5) Ability of management, potentiality of profits and other relevant factors 


(99) shall reasonably assure repayment of the loan. 





tion As the program develops additional instructions will doubtless be issued to 
new the avencies from time to time, but at present it is not contemplated that suc 
instructions will involve any material change in the basic criteria outlined above 
nue Very truly yours, 
ouse ; Cuas. W. TuLyy 
n as Supervising Mining Enginee Office of Loans 
CHAPTER 3. APPLICATIONS FOR LOANS 
and SECTION 309. LOANS TO AID IN THE NATIONAL DEFENSI 
luce 01 General 
ther A, Statutory authority —By Executive Order 10161, as amended by section 310 
tax of Executive Order 10281, issued pursuant to the provisions of the Defen 
ased Production Act of 1950, the Corporation is authorized and directed to make loans 
ame including participations in or guaranties of loans, to private business enterprises 
on including research corporations not organized for profit) for the expansion of 
stone capacity, the deve lopme nt of technological processes, and the production of essen 
} r tial materials, including the exploration, development, and mining of stratecie 
hyo and critical metals and minerals (exclusive of such expansion, development and 
ot production in foreign countries), as authorized by a d subject to section 302 of the 
Defense Production Act of 1950, as amended, and within su amounts of funds 
luct . . D ) 4 a tae 
as may be made available pursuant to the Defense Production Act of 1950, as 
tne amended, 
any RB. Te rms and conditions. Such loans, hereinafter referred to as lefts nse 
r he production loans, shall be made upon such terms and conditions as the Corpora 
ital- tion shall determine; shall be made only after the Corporation has determined 
eons each instance that financial assistance is not available on reasonal terms fron 
used private sources or from other governmental sources; and, except in t Case of 
es working capital loans (involving no more than minor expat f capacity whicl 
ears is incidental to a loan for working capital), shall be made only upon certificate cf 


essentiality of the loan, which certificate shall be made bv the Secretary of A 
culture with respect to food and food faoilities and by the Defense Prod 197 
Administrater with respect to all other materials and facilities, such agencies 
being hereinafter referred to as certifying agencies. 

C. Inquiries.— The Defense Production Act and the Executive order provide that 


loans may be made under such act only to the extent that credit is not otherwise 
available on reasonable terms from private or other governmental sources 
I. hose making inquiries reyarding loans should be informed of this limitation of th 
act and should be instructed to furnish evidence of full exploration cf all reasonabl 
possibilities of obtaining funds from private sources, with or without a Gover: 
ment guaranty. Where feasible, borrowers should endeaver to obtain their long 
Vv at term requirements for plant expansion from investment bankers, insurance com- 
‘om- panies, or other sources of credit. Applicants should be informed, with respect to 
the workin«-capital loans, that Government defense agencies are authorized to make 
any advances to finance production contracts and to guarantee working capital loans 
Ss. made by banks under regulation V of the Federal Reserve System and should be 
tion instructed to explore the possibility of obtaining their required financing through 
loan uch sources. Where credit is not otherwise available on reasonable terms, loans 
this for the expansion of production facilities and for working capital will be considered 


under section 302 of the Defense Production Act 
ider 
the 
also 


2 Filing and proce esing of applications 

A. Where to file-—Applications for loans should be filed in quadruplicate with 
the loan agencies of the Corporation or their branch office 

B. Application forms.—Generally Form NSRB-146 should be used. However, 
n of if an application is submitted on an RFC form, it should be accepted. In view 
of the possibility that the loan may not meet the statutory ireme 
for a 4 (a) lean, the additicnal information required for consideration as a defense 
production loan should be obtained. 

With respect to applications for mining loans, the Defense Minerals Administra 
tion, Interior Department, has found that NSRB Form 146 is not entirely satis 


itial 
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factory and has prepared three new forms for such use, copies of which have been 
sent to each agency, as follows: 

Form MF-—100: General technical data, to supplement information furnished 
in the loan application and to be used in accordance with instructions contained 
in the form. 

Form MF-101: Loan application, to be used when the loan applied for is in 
excess of $50,000. 

Form MF-102: Loan application, to be used when the | an applied for is not 
in excess of $50,000. 

Arencies handling mining loan applications should make requisitions for such 
forms as may be needed and should use them in lieu of NSRB Form 146. Inas- 
much as Forms MF-101 and MF-102 do not include an asreement of the applicant 
with respect to reimbursement of expenses incurred, an applicant using either of 
these forms should be required to furnish an agreement to reimburse the Corpora- 
tion, upon demand, for any expenses incurred in connection with or arising out of 
the application or any loan made pursuant thereto. 

C. Screening of applications.—Upon receipt of an application, it shall be im- 
mediately screened to determine whether it has been properly prepared and 
whether it includes documentary evidence that financial assistance is not available 
on reasonable terms from private sources or from other governmental sources. 
With respect to working capital loans, the evidence shall also include satisfactory 
evidence that credit is not available through a bank loan guaranteed under 
regulation V or through advances by the contracting Government agency. If the 
proceeds of the loan are to be used in part for working capital and in part for 
facilities, the applicant shell be required to submit similar evidence with respect 
to the working capital portion of the proposed loan unless only a minor portion is 
to be so used. If satisfactory evidence regarding the availability of credit is 
lacking or if the application is not properly prepared, the applicant should be 
contacted for the purpose of obtaining such evidence or additional data as may be 
required. If the application is properly prepared and evidence indicates that 
credit is not otherwise available, it shall be accepted for processing and two copies 
shall be immediately transmitted to the Office of Loans, so that the question of 
essentiality can be answered and certification, if necessary, obtained from the 
appropriate certifying agency. This will enable certification to be in process 
concurrently with the processing of the application in the agency. The third 
copy will be transmitted to the Office of Loans pursuant to instructions in section 
306.02 hereof. 

D. Registration.—All applications received shall be numbered and reported on 
Form 429 in accordance with general instructions. 

E. Procedure in agency.—Applications will be processed by the agency in the 
same manner as regular RFC business loan applications. Form 436 shall be 
followed in the preparation of the agency examiner’s report, subject to instructions 
in section 309.02 I hereof, and the name of the agency should be typed or stamped 


ch page of the report. 
’. Priority.— Applications for loans to aid in the national defense shall be give 
first priority. The agency manager shall assign such applications to qualified 


examiners and follow them closely in order to assure their prompt transmissio! 
to the Wasington office. 

G. Public interest.—As is required in connection with all loans, the examiner’s 
report shall indicate the extent to which the public interest would be served by thx 
lozn. Special attention should be given to this subject and to the essentiality of 
the loan so that the Washington office may have the fullest possible advantage of 
the agency’s knowledge of all factors required for consideration of the application 

Hl. Credit reports Dun & Bradstreet reports on applicants shall be obtained 
and, while it is desirable to have the benefit of these reports on the officers and 
five largest stockholders of the applicant, the processing of applications and the 
transmission thereof to Washington shell not be held up pending the receipt of 
such reports. Individual Dun & Bradstreet reports should be forwarded to the 
Office of Loans after transmission of the examiner’s report if not received thereto- 
fore. These instructions are applicable to all applications for loans, whether 
considered for approval under the Defense Production Act or the RFC Act. 

] (‘ons de ration as section 4 (a lear .- No loan may be made under the De- 
fense Production Act if it meets the statutory and policy requirements of the RFC 
for a 4 (a) loan. Therefore, each application for a loan to aid in the national de- 
fense should be first considered as an application for a loan under section 4 (a 
of the RFC Act and should be processed in accordance with instructions pertaining 
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to such applications. The examiner’s report should also include such additional 
information as may be required for consideration under section 302 of the Defense 


Production Act. If the examiner cannot make a favorable recomn@®ndation for a 
loan under section 4 (a) of the RFC Aet, with or without a guarantee, his report 
should so state. If the loan, in his opinion, jualifies for approval under the De- 


S is 


fense Production Act, he should so recommend, subject to such conditior 
appear to be advisable. If he cannot recommend approval of a loan under either 
the RFC or the Defense Production Act, he should recommend decline However! 
for the benefit of the Washington office in the event a determination is made that 
the loan should be approved, he should suggest the amo 


Pet 





Int considered necessary 


to do the job and conditions that sould be imposed for the protection of 
Government. 


J. Submission to Washington.—All applications shall be submitted to the Office 
of Loans in accordance with instructions in section 306.02 of the Loans Manual 
O03 Loan terms and conditions 

A Applications and commment fees. Loans to aid in the national defense are 


not subject to REC appleation fees; however, if any such loan is approved under 
section 4 (a) of the RFC Act, as amended, the authorization shall include a pro- 
vision for the payment of commitment fees as required in connection with regular 
business loans; provided however, that, with respect to loans guaranteed under 
section 301 of the Defense Production Act of 1950, the authorization shall provide 
for the payment of commitment fees pusuant to instructions in section 307.04 
hereof 

B. Interest and participation charges.—Interest rates and participation charges 
shall be the same as those charged on account‘of regular business loans. 

C. Collateral requirements.—Neither the Defense Production Act nor the Execu- 
tive order makes any requirement as to the type or adequacy « 
shall be hypothecated to secure a loan made under the Defens« 


collateral that 


roduction Act 
it may include such property as is generally regarded as suitable security for a 
business loan or it may consist wholly of the assignment of moneys due or to 
become due under a Government contract or subcontract, or a combination of 
both types of collateral. It is anticipated that in exceptional cases some loans 
may be made on a basis of small or inadequate collateral, provided the abilit 
the management, the potentiality of the profits of the enterprise, and other rele 
vant factors bearing on the ability of the borrower to repay shall reasonably assure 
the repayment of the loan. If the collateral includes the assignment of moneys 
due or to become due under a contract, the form and substance of such assignment 
shall be satisfactory to agency counsel. 


of 
P 


U4 Disbursement and administration 


A. Disbursement.—The disbursement of a defense production loan shall be 
made in accordance with procedures followed in disbursing an RFC business loa 
approved by the Administrator. 

Bb. Modifications.—Prior to the disbursement of a loan, the agency manager may 
amend and modify the terms and conditions of the authorization in accordance 
with general authority applicable to business loans Requests for modifications 
which cannot be effected under such authority shall be referred to the Office of 
Loans with sufficient information for a decision to be reached, together with the 
recommendation of the agency manager with respect thereto 

C. Advice of disbursement.—Upon making the initial disbursement on account 
of a defense production loan, advice thereof, showing the date and amount of the 
disbursement, shall be transmitted to the Office of Loans, pursuant to section 
506.08 hereof. 

D. Administration and liquidation —The authority delegated to the agency 
manager with respect to the administration and liquidation of business loans is 
applicable also to defense production loans. 
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RECONSTRUCTION FINANCE CorRPORATION LOAN Po.icy 
e November 27, 1951 
LOAN POLICY BOARD 


Sruart Symincton, Administrator, Chairman 

PererR I. Buxows*1, Deputy Administrator, Vice Chairman 
Jonn W. Snyper, Secretary of the Treasury 

CHARLES SAwyYER, Secretary of Commerce 


Pouicy STaTEMENT No. | 
(Approved August 7, 1951, as amended ') 


The purpose of this document is to establish the principles and policies to be 
followed by the RFC in the conduct of its lending operations, including partici- 
pations in loans. 

The general policies are contained in part I. These general policies incorporate 
the statutory requirements cf the RFC Act and expressions of congressional intent 
as to the manner in which the loan operations of the Corporation should be con- 
ducted. In addition, there are included various standards, implementing the 
statutory provisions and the expressions of congressional intent. 

In the pursuit of the objectives of the RFC Act, the general policies of the 
RFC shall, to the maximum extent possible, be correlated with the general pro- 
grams and policies of the Federal Government such as the present anti-inflation 
and defense mobilization programs. Accordingly, part- II of this statement of 
loan policies prescribes additional loan standards to be followed during the present 
period of mobilization and rearmament. The standards in part II are not in 
substitution for, but are supplemental to, the general standards embodied in 
part I. 

These standards for loan policies are not intended to and cannot be automati- 
cally operative in each individual case. Accordingly, appropriate instructions 
and interpretations will be issued from time to time to the several managers of 
RFC loan agencies. 

PART I. GENERAL LOAN POLICIES 
A, General objectives 

All loans by the RFC must be of such character as to accomplish one or more of 
the stated objectives of the RFC Act, namely, to aid in financing agriculture, 
commerce, and industry, to encourage small business, to help in maintaining the 
economic stability of the country, and to assist in promoting may 
ment and production, 





‘imum employ- 


R, Specific statutory restrictions 

All loans by the RFC must at all times meet the following requirements of the 
RFC Act: 

(1) That no financial assistance be extended unless the credit requested is not 
otherwise available on reasonable terms. No loan shall be made in competition 
with private sources of credit. Loans shall not be made to an applicant where 
credit is available from private sources unless the terms, including the interest 
rate at which the credit is so available, are clearly unreasonable. In most cases, 
it should be insufficient to find only one commercial bank unwilling to grant the 
loan. The applicant should show why he should not dispose of a marketable asset 
in order to obtain all or any portion of the funds needed. 

(2) That all securities and obligations purchased and all loans made be of such 
sound value or so secured as reasonably to assure retirement or repayment. 

(3) That all loans made and all obligations and securities purchased, except 
those of public governmental agencies, mature in 10 years or less. 

(4) That in agreements with banks to participate in loans wherein the Corpora- 
tion’s disbursements are deferred, the amount of the Corporation’s participation 
be limited to 70 percent of the balance outstanding at the time of disbursement in 
those cases where the total amount borrowed is $100,000 or less, and be limited to 
60 percent of such amount in those cases where the total amount is over $100,000. 

(5) That no loan shall be made to any State, or political subdivision thereof 
for the payment of ordinary governmental expenses as distinguished from specific 
public projects. 


1 As amended August 23, 1951. 
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(6) That loans to common carriers, such as railroads and airlines, must meet the 
standards set by the regulatory agencies, specifically the Interstate Commerce 
Commission and the Civil Aeronautics Board, in addition to the usual standards 
for all RFC loans. 

(7) That loans to financial institutions must meet standards set by the Treasury 
and are subject to Treasury approval. " 

(8) The objective in emergency disaster leending should be to relieve the hard- 
ships attendant upon such disasters. Such loans are not required to meet all the 
credit standards governing loans for normal purposes. 

(9) That no director, officer, attorney, agent, or employee of the Corporation 
participate directly or indirectly in the deliberation upon or determination of any 
question affecting his personal interests. R 


C. Implementation of basic statutory provisions 


In addition to meeting the general objectives and requirements of the RFC Act, 
all loans shall be made in accordance with the following principles: 

(1) The primary consideration in determining whether to grant a loan shall be 
the interest of the general public rather than the interest of the individual borrower. 

(2) Loans shall not be granted which in effect would promote monopoly. 

(3) In carrying out the objectives of the RFC Act, particular consideration shall 
be given to the credit needs of small business enterprises. 


D. Particular types of loans which do not qualify 


(1) No loan shall be made to “bail out” creditors, i. e., to pay off creditors who 
are inadequately secured or likely to sustain a loss. 

(2) No loan shall be made primarily to refinance an existing debt. 

(3) No loan shall be made for effecting a change in the ownership of a going 
business or for purchasing an interest in such business. 

(4) Except in the cases of loans for the construction of military and defense 
housing and housing in critical areas, no loans shall be made for acquiring, con- 
structing or improving real property which is to be held for investment. 

(5) No loan shall be made for speculative investments or purchases. 

(6) No loan shall be made to an eleemosynary institution. 

(7) No loan shall be made to any newspaper, magazine, radio broadcasting 
companies or other similar organizations. 

(8) No loan shall be made for providing capital to an enterprise engaged in the 
business of lending. 

(9) No loan shall be made for operating an establishment whose income is 
derived in whole or in part from gambling or from rental of the premises for 
gambling or from rental of the premises for gambling purposes. 

(10) No loan shall be made for operating an establishment whose income is 
derived predominately from the sale of alcoholic beverages. 


PART II. LOAN POLICY IN PRESENT EMERGENCY 


Jn addition to the loan policies prescribed in part I hereof, the following prin- 
ciples shall be effective during the present period of defense mobilization and re- 
armament: 

(1) All loans by the RFC must assist, expedite, increase, or maintain the pro- 
duction of goods or services necessary to meet either military requirements or 
essential civilian requirements. 

(a) The receipt of a ‘‘certificate of necessity’’ for accelerated tax amortization 
or the receipt of a defense contract (either a prime contract or subcontract) or a 
purchase order by the borrower or the existence of a national shortage of a com 
modity or service or proof of a regional (normal market area) shortage so great 
that minimum needs cannot be met at reasonable prices may be considered as 
evidence that the loan is for a defense purpose or an essential civilian requirement. 

(b) Loans for the maintenance of existing production, processing, and orderly 
distribution of goods and services which are customarily recognized as necessities 
as dintinguished from luxuries, may be considered loans for essential civilian 
requirements. 

(c) Loans for conversion to essential production may be considered in the inter- 
est. of national defense. 

(2) In each instance it should be determined as far as possible whether granting 
a loan will or will not be inflationary. For aloan to be considered noninflationary, 
the finding should indicate that the loan will produce either an increased supply 
of essential goods or services or the prevention of a decrease. 


Leo NIE.son, Secretary. 
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RFC loan agencies are located at the following addresses: 

Atlanta, Ga.: Healey Building, 57 Forsyth Street. 

sirmingham, Ala.: Comer Building, Second Avenue and Twenty-first Street 

Boston, Mass.: 50 Congress Street. 

Charlotte, N. C.: 317 South Tryon Street. 

Chicago, Ill.: 208 South La Salle Street. 

Cleveland, Ohio: Federal Reserve Bank Building, East Sixth Street and Superior 
Avenue, 

Columbia, S. C.: Federal Land Bank Building. 

Dallas, Tex.: Rio Grande National Building, 251 North Field Street. 

Denver, Colo.: Railway Exchange Building, Seventeenth and Champa Streets 

Detroit, Mich.: Griswold Building, 1214 Griswold Street 

Houston, Tex.: City National Bank Building, Main Street and McKinney Ave- 
nue, ; 

Jacksonville, Fla.: Graham Building, 24 Laura Street. 

Kansas City, Mo.: Federal Reserve Bank Building, LOth Street and Grand Ave- 
nue, 

Little Rock, Ark.: Pyramid Building, Second and Center Streets. 

Los Angeles, Calif.: 417 South Hill Street. 

Louisville, Ky.: 139 South Fourth Street. 

Minneapolis, Minn.: Minneapolis Federal Savings and Loan Building, 607 Mar- 
quette Avenue. 

Nashville, Tenn.: Nashville Trust Building, 315 Union Street. 

New Orleans, La.: 348 Baronne Street. 

New York, N. Y.: 143 Liberty Street. 

Oklahoma City, Okla.: Commerce Exchange Building, 130 Northwest Grand 
Avenue. 

Omaha, Nebr.: Woodmen of the World Building, Fourteenth and Farnum Streets. 

Philadelphia, Pa.: Lincoln-Liberty Building, Broad and Chestnut Streets. 

Portland, Oreg.: Pittoeck Building, 921 Southwest Washington Street. 

tichmond, Va.: Southern States Building, 627 East Main Street 

St. Louis, Mo.: Areade Building. 

Salt Lake Citv, Utah: Dooley Building, 109 West Second South. 

San Antonio, Tex.: Transit Tower, 310 South St. Mary’s Street. 

San Francisco, Calif.: 130 Sutter Street. 

Seattle, Wash.: Central Building, 810 Third Avenue. 

Spokane, Wash.: Columbia Building, First and Howard Streets. 
The Corporation also has offices located at the following addresses: 

Baltimore branch of Richmond loan agency: 427 Mathieson Building, 10 Light 
Street, Baltimore, Md. 

Helena branch of Spokane loan agency: Power Block, Main Street and Sixth 
Avenue, P. O. Box 177, Helena, Mont. 

Phoenix branch of Los Angeles loan agency: 514 West Adams Street, Phoenix, 
Ariz. 

Puerto Rican branch office of Jacksonville loan agency: Banco de Ponce Building, 
300 Tanca Street, Post Office Box 4512, San Juan, P. R. 

Anchorage branch of Seattle loan agency: Fourth Avenue Building, Anchorage, 
Alaska. 





ApPpENDIx D 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
Washington 25, D. C., February 4, 1982, 
Hon. Josern C. O’ MAHONEY, 
United States Senate, Washington, D. C. 

Dear Senator O’ Manoney: This acknowledges receipt of your communica- 
tion of January 21, together with transcript of the hearings of the Committee on 
Interior and Insular Affairs which were held in Butte, Mont., last December. 

This transcript will be edited and in accordance with your request will be re- 
turned to you at the earliest possible date 

It is my understanding that the report made by Mr. Howard Young entitled 
‘Procedure for Small Miner in Applying for DMPA Assistance’ will be published 
as a part of the record of the hearings in Butte and will serve as a supplementary 
statement from this agency. 

Sincerely yours, 
Jess LARSON, 
Defense Materials Procurement Administrator. 
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DEFENSE MatTErRIALS PrRocUREMENT AGENCY, 
Washington, D. C., January 12, 1952. 
Hon. JoserpH C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear Senator O’Manoney: Attached is a report entitled ‘‘Procedure for 
Small Miner in Applying for DMPA Assistance,” which I trust will serve the 
purposes of your request of December 12, 1951, in which you ask how the owner 
of a small potential mine should go about getting assistance in exploiting his 
property. 

If I may be of further service to you, please do not hesitate to call upon me. 

Sincerely yours, 
Howarp I. Youna, 
Deputy Administrator. 
Enclosures. 


PROCEDURE FOR SMALL MINER :N AppLyING FoR DMPA AssIsTANCE 


In general, there are two types of assistance that the owner of a small potential 
mine may get from DMPA in exploiting his property—priorities for obtaining 
equipment, materials, or supplies, and financial assistance that may take the form 
of accelerated amortization for tax purposes, loans, access roads, or procurement 
arrangements. The specific forms of assistance available to the small miner are 
the same as are available to the big mine organization, but the degree of assistance, 
the extent of regulation, the amount of work entailed in making application favors 
the small miner. The assistance that may be offered, by and large, is relatively 
greater than that offered to the large miner; e. g., small miners have been granted 
higher percentages for purposes of certification of depreciable facilities for rapid 
tax amortization than have large miners in the same mineral industry. Moreover, 
the extent of regulation in the field of priorities has been less for the small miner 
than the large operator. Small miners generally need not have their base quotas 
approved by the Government for the purposes of priorities, and are involved rarely 
in MRO quota appeals. Finally, wherever possible, the procedure for making 
application has been made easier for the small miner than for the large miner. 

DMPA endeavors to process all applications expeditiously. Applicants can 
help in this process. While the applicant for assistance is likely to be familiar 
with the various forms of assistance, he would do well, as a first step toward se- 
curing assistance, to study the pertinent orders and regulations to see (a) whether 
he is eligible for assistance, and (6), if so, what finding of facts the ageney must 
make in order to justify giving assistance. By filling out the application with the 
regulation and order in mind, by supplying the material which is necessary to 
decide the application, further correspondence may be avoided and the processing 
of applications may be expedited. Citations to the regulations and orders which 
govern the administration of the particular assistance program by DMPA are 
shown in table I, which summarizes the procedure to be used in applying for each 
of the different forms of assistance available to the small miner. 

Copies of the orders and regulations are appended (appendix A). Wherever a 
printed form is required, the printed form is appended (appendix B). Normally, 
instructions as to how to fill out the application, how many copies to use, and where 
to file are contained in the body of the form and are self-explanatory. In the 
case of assistance requiring only application by letter, citations to the appropriate 
order are given as to who may make letter applications and as to what information 
should be contained therein. Letter applications should be sent in duplicate to 
the Defense Materials Procurement Agency, Washington, D. C. 
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Taste I.—DMPA (or related) applications! classified by assistance program for 
domestic small-mine producers? (as of Jan. 1, 1952 


ADD ‘ m by pri 1 forms * 
Governing regu- Application by 
MPA progran “ ’ 
DMPA program lations or orders letter 
DMPA Related a 
Priorities 
Serialization 5 M O-7, amended See 5, MO-7, | MF-1008 
amended.é 
Major capital addi- | Sec 15, NPA | Sec 15, NPA 
tions Order M-78 Order M-78.? 
Construction proj- | NPA Order M CMP 


ects. 4A;CMP Regu- Form CM 
lation 6; Direc 
tive 1 to CMP 
Regulation 6 


Other services (3 
Financial assistance 
lax amortization ® 32A U.S. C., pt ; VNSRB 1 DI 
600 Form 1-70 
Loans and loan j 32A U.S. C., pt 
guaranty 6Ol 
$50,000 or less 1 
; 
Over $50,000 Vi} 
MI 
Access road '! Mf 
Purchase contracts \T } 
or price guaran- MI 
ties. 
1 Uniess otherwise specified in notes, applicatio for a t td ) e 





faterials Procurement Ag *y, Washington, 


numbers, and are subject to change 




















?“*Producer’’ means any person actually engaged \ the | 1 r > 
in (1) the extraction by surface, open-pit, quarry, dredging, or underground met is or t nm, 
mncentration or preparation for shipment, of the products of minir wtivit 2 
ferrous metals by smelting and refining; or (3) the operation of a I t t the d y, 
exploration, or development of new or additional mi g proj 1 I S 
roads). This definition does not include operations relating to solid fuels, petr im, snium, or natural 
gas 
See appendix A for copies of Government regulations and order 
4 See appendix B for copies of application forms 
Although the serial number does not carry priorities assistance, it doe 4 tain benefit By 
referring to his serial number on letters and applications, a producer car 5 
sll the basic information concerning his operation every time he is pr t ‘ tance r ad 
Compare note 7.) All applications should be sent to Defense Materials Procurement A y, Wa 


D. C., since at this time DMPA does not have field offices. 
6 “Small” producers (i. e., operators producing or processing ‘ | 
hoice of either filing M F-100 but answering only questions 1, 3, 10, and 16, or submitting a letter supplying 
e information required by those four questions. 
? Producers holding serial numbers under M 0-7, amended, are to send tw 

as to (1) serial number; (2) machinery and equipment required, including required delivery 

spproximate dollar value; and (3) need for machinery or equipment and expected r It Produ 

holding serial numbers must give information in addition to that listed above as to (1) location, pertinent 

facts regarding ore body; and (2) production in 1950 and current rate of pr tior 






























* Applicant’s problems as to manpower, housing, transpor \ i \ t S 
ind to interested U. S. Government agencies is given af vestigat DMPA 

‘he Defense Production Administration is the suc ra y to 4 4 irity ih 
Board, and applications should be addressed to DPA. NSRB14 re S ) rr 
Ad stration forwards applications to DMPA for recommendation as t t t 

Loan application forms should be filed with the Reconstruction | , at , whi vards 
spplication to DM PA for purposes of certification of essentiality 

If MF-100 or M F-103 has been filed, questions 3 to 7 of M F-105 need not inswered. Alla stiong 
hould be sent to Defense Materials Procurement Agency, Washington, D. C., dir | ice at 1 timé 


DMPA does not have field offices. 
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APPENDIX E 
A PROGRAM FOR TUNGSTEN PRopUCTION IN MONTANA 


(Submitted by Blair Burwell, president, Colorado Mining Association) 


SUMMARY A PROPOSAL FOR TUNGSTEN PRODUCTION IN MONTANA 


tecent discoveries of large bodies of low-grade tungsten ore in the Beaverhead 
National Forest near Dillon, Mont., when considered with other known tungsten 
deposits in Montana, offer a new and major supply of tungsten to the war defense 
program. 

The latest tungsten ore finds have been made in the Beaverhead National 
Forest. These and some of the other known tungsten occurrences are tabulated 
on page 2 under “Summary, tungsten ore potential.”” Of the seven properties 
listed none is more than 12 miles from the railroad, all have fairly good access 
roads except Nos. 1, 5, 6, and 7, and roads to these could readily and cheaply be 
constructed later. 

For all but No. 3 (Black Pine and Argo Mines) initial mining operations for a 
considerable time would be by open pit, requiring a minimum of labor and ma- 
terials. Actual mining costs for such operations would be approximately $100 
per ton. 

According to the summary at least 1,900,000 tons of ore, containing at least 
0.35 percent WO; (665,000 units of WQO 3), are potentially available and the 
indications are that the area will develop additional tonnage as the result of 
exploration and development. 

The largest part of newly discovered tungsten reserves in Montana are located 
near Butte, Mont., at such distances that the ore can be moved to Butte by railroad 
at reasonable rates. Facilities are available at Butte for the immediate receiving, 
sampling, and concentration of tungsten ore at a,capacity of 400 tons per day 
(the defense plant facilities of the Domestic Manganese & Development Co.) and 
building space and facilities are also available for the installation of additional 
equipment which would refine intermediate tungsten concentrates to produce a 
product of sufficient purity to meet Government specifications and industry 
requirements. This installation could serve the general Rocky Mountain area 
of Idaho, Nevada, Utah, and Colorado, as well as the Montana area in question, 
by providing a market for low-grade and high-impurity concentrates at a reason- 
able return to the miners. 

This proposal estimates the cost of refinery facilities ($457,000) and cost of 
refining ($11.18 per unit) using the adjusted experience costs and process of the 
successful Salt Lake City plant. The cost of milling or concentrating the ore 
is derived from actual cost experience at this plant in the milling of approximately 
100,000 tons of manganese ore adjusted to reagent consumption required for 
tungsten milling at present. From this table of payment for ore purchases has 
been made varying from low-grade ore ($25.50 per unit) to $46 per unit for ma- 
terial of 5 percent or better such as concentrates. 
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PROPOSED PROGRAM FOR BENEFICIATION OF LOW-GRADE TUNGSTEN ORES 


The proposed program has three parts: 
I. Ore purchase under price schedules. 
II. Concentration of ores. 
III. Refining of concentrates. 
We believe all three parts of the Montana program should be centered at the plant 
of Domestic Manganese Development Co., Butte, Mont., for these reasons: 

(a) Ore purchasing.—Butte is near the center, geographically, of the tungsten 
sources described under “Summary—Tungsten ore potential” page 2. Further, 
since ores purchased will be stockpiled until accumulated ore plus current produc- 
tion are enough to justify beneficiation, there are ample spaces in Domestic 
Manganese Co.’s yard for such stockpiles. 

Also, Butte is served by four railroads; Northern Pacific; Union Pacific; Chicago, 
Milwaukee & St. Paul; and Great Northern. 

(b) Concentration.=—At the Domestic Manganese plant is a flotation mill owned 
by Government (Plancor 1804) which is very well suited to the concentration of 
tungsten ores. 

(c) Refining —The refining plant can be built as an addition to the existing 
flotation mill, since there is ample space for it. A large portion of this space is in 
a building already erected and well-suited to the purpose. 

(d) Cheap natural gas and electric power are available at Domestic Manganese 
Co.’s plant. 

I. Ore purchase 


Under present Government schedules, or industry markets, tungsten concen- 
trates only, containing at least 60 percent WOs;, can be purchased. The ceiling 
price is $65 per short ton unit of WO;. There is no market for ores, or low grade 
concentrates in this region. None of the small producers, and few of the large 
are able or willing to build plants for the concentration of tungsten ores. Then, 
if that is done, no market exists for low-grade concentrates in the region or in the 
West which will pay a reasonable price for the mill product. 

Thus, to provide a market for both tungsten ores and concentrates, we propose 
(1) the use of the Government flotation mill at Butte for concentration and (2) the 
building of a refinery adjacent thereto, for the chemical conversion of concentrates, 
which would have sufficient capacity to include concentrates from Colorado, Utah, 
Idaho, Nevada, and other Montana mills. 

Price schedules for tungsten ore must, necessarily, be based on these factors: 

1. Amounts received by producers should be sufficient to stimulate production 
by affording a reasonable profit. 

2. Prices per unit of tungsten in ores and concentrates are, primarily, controlled 
by the basie quotation of $63 to $65 per unit of WO; fora 60 percent concentrate, 
after deduction of transportation, concentrating, and refining costs and losses, 
and amortization costs. 

3. Some of the ores, particularly those whose producers must resort to under- 
ground mining, have substantial amounts of gold, or silver, copper and/or lead. 
If percentages of these elements are more than certain minimums, payments 
should be made under schedules developed (individually) from laboratory testing 
of each such ore. Examples are Black Pine Mine, with silver, copper, lead; 
Jardine Mine, gold; Quartz Hill, silver. 

4. We offer price schedule for tungsten ores and concentrates covering a range 
of 0.2 percent WO; to 60 percent WO;. These have been calculated under the 
factors enumerated in (2) above; shown in detail under appendix / 


II. Concentration of tungsten ores 


Tungsten ores (in particular, those containing tungsten as the mineral scheelite, 
CaW0O,) have been successfully concentrated by flotation, at the Bishop, Calif., 
plant of the United States Vanadium Corp., for many years. In general, their 
procedures will be followed, but with such modifications as may be required. Pre- 
liminary laboratory flotation tests on samples from the Dillon area, have shown 
normal tungsten recoveries.! 

Flow sheet.—The approximate sequence of conceatrating operations is— 

1. Crushing (to one-half inch). 

2. Grinding (to 65 mesh?). 

3. Sulphide flotation, roughing and cleaning. 

(a) Cleaner concentrate, pulp sent to thickener, heated by steam to remove 
xanthate and pine oil. Underflow filtered, ground in small ball mill to polish 





1 Letter from M. N. Shaw, September 29, 1951. 
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mineral surfaces, and refloated, producing a molybdenum concentrate, and a 
copper concentrate, which later may contain gold, silver, and lead. 

(6) Tailings, which after conditioning with suitable reagents, are sent to— 

4. Scheelite flotation, roughing and cleaning. 

(a) Cleaner flotation concentrate may be tabled for production of a coarse 
concentrate having about 72 percent WQOs3, and with table tails going to refinery, 
after dewatering; or 

(b) Cleaner flotation concentrates, after dewatering, are sent to the refinery (or 
chemical conversion plant), where purified calcium tungstate, amonium para- 
tungstate, tungsten metal powder, or other needed tungsten compounds, may be 
produced. 

(c) Scheelite rougher flotation tails to waste. 

Because the Government flotation mill at Butte, Mont., was built for the 
flotation concentration of manganese carbonate and oxide ores, it is well-suited to 
the flotation concentration of tungsten ores, since alkaline agents, fatty acids, 
and frothers are used for both. With the addition of a 3-foot ball mill and small 
filter, present equipment is adequate. However, relining of ball mills, ore feeder 
repairs, some pump replacements and other minor items should precede actual 
mill operations. 

Metallurgy.—Assuming the tungsten ores are milled at the rate of 10,000 tons 
per month (capacity of Plancor 1804), we may expect the following products, and 
tungsten recoveries: 











Jae won. Percentage 
Product Tons tase WO Units WOs | distribution 
- BS : WO; 

SS a ee ee 10, 000 0.35 3, 500 100. 0 
Scheelite flotation. concentrate_...........------ 350 9. 00 3, 150 90.0 
Molybdenum concentrate...........-.---.----- (?) (?) (? |------------=- 
IIE fb cncncacscdaccevensosmenns (?) (?) (?) a iecriciiagitnannics te 
iain nancgreeionccestcadeonns 9, 650 | . 036 350 10.0 


! Contains gold, silver, lead, if any in ore. 
2? Approximate quantities. 


From 10,000 tons of ore, 350 tons of scheelite concentrate, assaying 9 percent 
WO, and earrying 3,150 units of WO3, may be produced per month. Because of 
the refinery process, it is unnecessary to produce high-grade flotation concentrates. 
Indeed, each increase of concentrate grade over a medium value of perhaps 9 to 
15 percent WQOs;, generally results in lesser recoveries. 

Estimated costs of concentration.—For estimates of concentration costs, these 
factors are used as bases: 

1. Milling capacity 10,000 tons per month. 

2. Crushing plant operated for two shifts each day. 

3. Flotation plants operated three shifts per day. 

4. Wage rates for each classification are those currently in effect, plus an ex- 
pected 20 cents per hour increase across the board at conclusion of present nego- 
tiations between the union and Anaconda Co. Wages then, will be equivalent 
to those now paid by Kennecott. 











136 


DEFENSE 


5. Wages rates are 7-day basis (2 days overtime per week). 
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number of men required, together with occupation and wage rate, is listed here. 


Occupation: 
Unloading ore 
Crushing plant 
Ball mill 
Flotation operators 
Flotation helpers 
Reagent men 
Filters 
Oilers 
Samplers 
Electrician 
Mech snc 
Welder-rigger 
Carpenter 
Laborers 
Truck drivers 


Potal operating 


Office and supervision: 
Superintendent . 
Metallurgical clerk 
Chemist 
Chemist helper 
Bookkeepers 


Stenographer 


Total 


The operating cost summary shown below has three columns 


and total. “Other costs” 
power, water. 


Number 
of men 


— tt et BOC CO DO Se CO Ce oe ee 


. 


Daily wage rate base 


5 day 7 day 
$13. 89 $15. 
14. 23 16, 
13.91 15 
15. 63 17 
13. 91 15 
13. 89 15 
14, 32 16 
13.89 15 
14.64 16.7 
15. 80 18 
15. 48 17 
15. 30 17 
15. 16 17 
13. 89 15. ! 
14. 41 If 
Sal r mth 

$6800 

100 

450 

700 

250 


The minimum 


8 
26 
90 
YO 
SS 


RS 


06 
oy 


labor, other costs, 


Operating cost summary per month (estimated 


Division 


Ore delivery 
Crushing 
Grinding 
Flotation 
Dewatering 


lailing disposal 
sampling 
Assaying 

Yard and craft 
Office 


Supervisior 
Ground renta 
Fire insurance 
Miscellaneous 
Payroll taxes 


Total 


No provision for laboratory testing of ores is included in the above 
Such testing will be essential? preliminary to the development of price schedule 


sabor Other 


$405 
940 
2, 300 
&, 040 
sO 
700 


200) 


yw) 
AM) 


Amount Pert 


$2, 311 $0 
, S¥l 


—4 


13, 461 


¢ ==. 


1, 220 


1, 204 


1, 269 


comprise operating and repair supplies, heat, light, 


tabulation. 


4 


for accessory metals such as gold, silver, minerais of copper, and lead, and for 


final determination of quantities of powellite. 


The initial ore testing will both 


precede and accompany the stockpiling program, and should be charged thereto. 
Later, as a pait of the ore-purchase program, it should be a part of that cost. 
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III. Refining of contventrates 


Prior to the start of World War II, principal sources of tungsten for the steel 
industry were not within the United States but were in foreign countries. Tung- 
sten was imported in the forms of high-grade ore or concentrates. These products 
were purified by extraction of the impurities by solution or otherwise. 

At or just prior to inception of war, need for tungsten was great, in quantities 
far exceeding imports. The United States Vanadium Corp., with a very large 
body of low-grade tungsten ore near Bishop, Calif., had been doing much experi- 
mental work; and under the direction of Blair Burwell, vice president, developed 
successful milling and refiming procedures. It was found that if concentrate 
grades were confined within limits of 9 to 15 percent WO; recoveries of WO; in 
concentrates were 90 percent or better. Further, these grades were most suitable 
for the refining process, which comprised solution of the scheelite (caleium- 
tungstate) with hot dilute sodium-carbovate solutions, under 250 pounds-per- 
sguare-inch pressure; precipitating the molybdenum, after acidifying, with sodium 
hydrosulfide as MOS;; and converting the sodium tungstate in solution to purified 
calcium tungstate by precipitatidn with lime. From the sodium-tungstate solu 
tion, amonium peratungstate, tungsten powder, and other products may be 
prepared. 


Daring early war years, United States Vanadium Corp. was requested by 
Government to build a tungsten refinery at Salt Lake Cit) Ltah. using the 
processes developed at Bishop, Calif., for the treatment of low -grade concentrate 
This plant was built, and operated during the years 1943-46. Essential era 


tion data of this facility are: 


Units of WO, treated 


° . - , 955, 420 
Units of WO, recovered 362. 5a9 
Percent recovery 923 35 
Cost of labor (direct SO. 45 6 
Cost of materials 2. 202 
Cost of supervision, indirect labor, engineering, and operating fe 2. 183 

Total cost 1. 871 
Cost of plant 151, 000 


It is to be noted that total plant cost was fully amortized during the period cf 
operation, 

Factors favoring cons'ruction of a tunasien refinery at Butte, Mont.—It is proposed 
that a tungsten refinery be built at Butte, Mont., using the process developed 
at Bishop, Calif., and Salt Lake City, Utah, for these reasons: 

1. As before stressed, Butte is the center of a potentially great tungsten area, 
well served by railroads, with cheap natural gas and electric power 

2. A Government. flotation mill (Plancor 1804) is at the plant of Domestie 
Manganese & Development Co., and is entirely suitable of the flotation concentra- 
tion of tungsten ores. And which mill will provide concentrates for the refiner) 

3. Present regulations prohibit Government from building new plants; but 
loes allow construction of additions to existing facilities, with Government funds 
Hence, the importance of Plancor 1804. 

t. There is great need of a refinery, to provide a market for tungsten concer 
trates, not onlv from Montana, but from Colorado, Idaho, and Nevada 

Es‘ima'ed cos's of proposed refinery at Butte, Mont.—KEstimated production of 
the flotation mill at Butte, Mont., is 3,150 units of WO; per month. Since the 
refinery is to serve a large area, receiving concentrates from mills other than that 
at Butte, we believe its capacity should be 10,000 to 15,000 urits of WO, per month, 
For such a capacity range, the following construction cost estimates are presented, 
using present building and facilities. 


Es‘imated cons‘ruc'ion cos’s of refinery 


Plant: 
Processing equipment $256. 800 
Buildings, services, etc 200, 200 


Total $57, 000 


({mortization, on basis of 5-vear production at 120,000 units vearly (600,000 
nits, total), is $0.52 ner unit of WOs. 
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Estimated operating costs of refinery 


Per unit 
; WO, 
Direct labor ($0.55 hour per unit at $1.60 per hour) ___._.-____________ $0. 88 
Indirect labor, laboratory, supervision, agents’ fees (5 percent of total 


NN ee cnuplenaddiiinene? on. cn cc on 6. 40 
Materials: 
Se Se eae ite Se =n aero $1. 13 
Emons tee. ae eee tt. ies eee . 60 
ge inal Sat allen abe i teat aa Soiled mapas . 48 
I RR cre he ee 0 an ee oe 
0.2 pounds Na,Q»,____- soa ; ty i ah ne . 0: 
Natural gas ($0.171 per thousand) _- : zs . 03 
Water et eas eee : . 05 
Power_____. CAE. cay 0 OIE aD sg ; . 07 
Containers __ eee a A Se 3 . . 20 


Miscellaneous F een rene ce . 35 


Contingencies ____- oe pee eae roe ves : ; Sm . 30 
EAD PETAR pe Sal a a2) hie m= 3. 30 
TEL le a EY OY PS Rel LE TR el I EO “10. 76 
PE NEN os ee on sac ' saGbedeas artes ona . 52 
Total operating cost__..____- shat tomar Uutuadibewucs tessos 3 1 8 


Tungsten recovery in refining operation—On page 9, it is shown that over-all 
recovery of tungsten at the Salt Lake Refinery was 93.35 percent. For calculating 
ore-purchase schedules, a figure of 90 percent will be used. 


ATTACHMENT A 
PROPOSED TUNGSTEN-ORE-PURCHASE SCHEDULES 


Since the flotation mill at Butte is a Government facility, and the proposed 
tungsten refinery may be built with Government funds, the broad purposes 
underlying calculation of the tungsten-ore-purchase schedules, are (1) to keep 
milling and refining profits at a minimum, and (2) thereby assuring the miner or 
producer a maximum price for the tungsten content of his ore. 

The sole basic price is $63 to $65 per unit of W Os, offered for ores or concentrates 
containing 60 percent WOs;, or more, and with certain impurities limitations. 
Then, to calculate ore values, we must use the following formula: Ore price is 
sales price ($63 per unit) per unit of tungsten less refining cost (using $12 per 
unit) less milling cost less losses in milling and refining of 20 percent. (Over-all 
tungsten recovery from milling and refining is 80 percent.) Results of such 
calculations are given in the table headed ‘‘Tungsten Ore-Purchase Schedule.”’ 

Inspection of the schedule reveals a ‘“‘break’’ at 5 percent. It is caused by the 
fact that all materials containing less than 5 percent WO, are considered ores, 
and are subject to both milling and refining charges and losses; whereas materials 
having more than 5 percent WO; are held to be concentrates, subject only to a 
refining charge and loss. It should be noted that the projected refinery would 
enable the payment of $46 per unit to produce 10 percent WO; concentrates in 
comparison to $38 now paid by purchasers of concentrates of the same type. 

An example of a calculation to establish a purchase price for a tungsten ore is 
(assuming ore contains 0.38 percent WQs): : 

er unit 


WO, 

Ore purchase price is___--------~-- ee ee ee eee $32. 00 
Over-all recovery is (80 percent X 0.38) units__- ane ne ae . 804 

Milling cost is ($3.62 X 0.304).........---.--- Sspinaatth et fy . $11. 91 

Losses are (20 percent of $32) ee ae wns $6. 40 

RN ao Ai ws i dice ened eosin: dae ; as. ae ost we  O 

a oe takin aS ua ot Mpc mtn eed $62. 31 


$62.31 per unit of WO; is close to sales price of $63. 
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Payment for metals oiher than tungsten 


As mentioned at bottom of page 3, some ores contain, in addition to tungsten, 
substantial amounts of one or more of gold, silver, copper, and lead. Many of 
these multimetal ores occur in comparatively small veins, necessitating high cost 
underground mining. Usually, copper, silver, and lead are found as sulfides, and 
can be removed in a sulfide float, preceding the tungsten flotation operation. An 
instance is ore from the Black Pine mine, 9 miles from Philipsburg, Mont.; and 
results of sulfide flotation shown below are from laboratory tests made some 
years ago. 

Proposed tungsten-ore-purchase schedule 
Per unit of WOs 


Assay:! f. o. b. depot 
Less than 0.20_ _- : No payment 
0.20 to 0.25, inclusive _ _- $25. 50 
0.26 to 0.30, inclusive _ _ -- ; . 28. 50 
0.31 to 0.35, inclusive _ - Te : 30. 50 
0.36 to 0.40, inclusive — 32. 00 
0.41 to 0.45, inclusive- 33. 50 
0.46 to 0.50, inclusive- 34. 50 
0.51 to 0.60, inclusive _ 35. 50 
0.61 to 0.70, inclusive- 36. 50 
0.71 to 0.80, inclusive - 37. 00 
0.81 to 0.90, inclusive _ - . 37. 50 
0.91 to 1.00, inclusive_ 38. 00 
1.01 to 1.50, inclusive _ - _- eo 39. 00 
1.51 to 2.00, inclusive - 40. 00 
2.01 to 2.50, inclusive_ : 40. 50 
2.51 to 5.00, inclusive _ 11.00 
5.01 to 25.00, inclusive __-_- 46. 00 
25.01 to 59.99, inclusive 2 

! Percent WOs in ore or concentrate. 
? Price depends on character and impurities for each individual case. 
Assay Percent distributior 
Product Weight 
‘eae ne enolase itn Cu - - 
Mill feed nae * . 100. 0 0.35 0. 90 14.0 0.015 100.0 100.0 100.0 
Sulfide concentrate oa 3.2 16 88 350. 0 og 60. 80.0 20.0 


Sulfide tail 3 96. 8 .35 .37 2.9 012 10). ( 20. 0 80. 0 


Because Black Pine ore may be but a part of the ore being milled, then such a 
concentrate as that shown above cannot be produced. But, metal recovered 
will hold. 

Assuming Black Pine ore is one-fifth of the total mill feed, and remaining four- 
fifths is barren of sulfide, the sulfides concentrate will be something like this: 


Weicht “2 z 16. 0 
Percent Cu_ _- = ae 
Oz Ag ca 70. 0 
Os Ac uan ‘er : . O18 


If shipped to a copper smelter, net return per day ton of ore for the sulfide 
concentrate will be $9.74 f. 0. b. Butte. 
The laboratory test above establishes certain minimums: 


Copper-__--_- s 0.5 percent less, no pay. 
Silver_- : 3.03 or less, no pay. 
Gold owh 0.02 ounces or less, no pay. 


Payments could be: 


Copper 60 percent at market price less 8 cents. 
Silver : 80 percent at market less 20 cents. 
Gold No pay. 


Where additional metal payments are made, it seems proper to assess a milling 
charge and a metal charge. 
Now, let us consider total payments for Black Pine ore. 
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Schedule of payment, Black Pine ore 


Percent WW Os (0.00 at $00.00 per unit). ol ef 1 $10. 68 
Percent Cu (0.9 at 60 percent at 24—8 en: : ae acnee eta ae 


Oz Ag (14.0 at 80 percent at 90—20 cents)____-___.-__-_---.-- 2 17. 84 
Oz Au (0.015) - 
Milling charge 2 $3. 62 
Metal charge (10 percent of payments) __ . 22.03 
5. 65 20. 25 
Net return per dry ton ore, f. 0. b. depot 14. 60 
1 Credit. 
3 Debit. 


For each ore containing metals other than tungsten (if these be present in suffi- 
cient quantities), laboratory tests should be made to determine concentrate grades 
and recoveries, so that an appropriate schedule of payments may be calculated. 


CONCLUSION 


If tungsten requirements of this country are to be met, it is essential that a 
market be provided for both low-grade ores and low-grade concentrates We 
have outlined a program in preceding pages which it is believed will greatly ac- 
celerate tungsten production. 

Restating the components of the program, we have 

I. Purchase of low-grade tungsten ores and concentrates under some such 
schedule is given herein (p. 14). Stockpiling of the ores, until such time 
as accumulated supply plus current production will justify the milling 
Il. Concentrating the ores in the Government-owned flotation mill at Butte 
Mont 

Ili. Build a tungsten refinery as an addition to the present milling plant, but 
with three to five times the unit capacitv of the mill. so that a market 
will be offered for concentrates from Colorado, Idaho and Nevada, as 
well as Montana 





Biarr BURWELL, 
Minerals Engineering Co 
Gro. G. GRISWOLD, Jr 
Domestic Manganese & Deve lopment C’o. 
OcToBER 14, 1951 


APPENDIX F 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 11, 1952. 
Mr. SrTewarr FRENCH, 
Senate Interior and Insular Affairs Committee, 
Washington, D. i 

Dear Stewart: Bill Broadgate has transmitted to you some reports of 
DMPA, bringing our information on their mining activities up to date. Herewith 
is a tabuiation of RFC mining activities. I have asked DMEA and OPS for re- 
ports, but they are not vet received. 

I should like to have the DMPA and RFC reports included in the appendix to 
the Butte hearings or at some appropriate point if it still is possible to do so. I 
should not want to hold up the printing for the others; but, should they come in 
shortly, Broadgate will get in touch with vou. 

Sincerely vours, 
James E. Murray. 
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APPENDIX G 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
Washington 25, D. C., April 24, 1952. 
Hon. JaAmMEs E. Murray, 
United States Senate, Washington, D. C. 


Dear Senator Murray: Reference is made to your letter of April 3, 1952, 
regarding cash advances against purchase contracts for metals and minerals. 

In reply to your specific question, vou are advised that this Agency does not 
have a policy or ruling that the Reconstruction Finance Corporation must refuse 
to loan money under section 4a of the RFC Act or section 302 of the Defense 
Production Act before advances may be made against purchase contracts. 

In order to provide vou full information with respect to the use of advance 
payments and section 302 loans, I would like to comment in greater detail with 
respect to the authorities and the policies of this Agency relative to financing of 
essential production. 

It is a policy of this Agency that production should, to the extent possible, be 
financed from private sources. Pursuant to Section 202 of Executive Order 10281, 
the Defense Materials Procurement Agency is designated as a guaranteeing agency 
authorized to guarantee private financing pursuant to section 301 of the Defense 
Production Act. This program is conducted under regulation V of the Board of 
Governors of the Federal Reserve System, and has been of some assistance in 
financing the production of minerals and metals. 

Pursuant to section 310 of Executive Order 10281, the RFC is authorized to 
nake section 302 domestic loans for working capital or facilities expansion, 
provided that financial assistance is not available on ressonable terms from 
private sources or from other governmental sources, and pursuant to a certification 
by this Agency as to the essentiality of loans for facilities expansion. However, 
there is close coordination between this Agency and the RFC with respect to all 
mining applications in order to attain the mutual objective of financing essential 
producers. 

Following the sequence outlined above, it is evident that certain production 
may be financed without the Government contracting for the production solely 
for the purpose of providing financing. 

The authority to make advance payments necessarily contemplates a contrac- 
tual commitment and attendant Jiabilitv on the part of the Government to 
purchase the production. With respect to many commodities, our objective is 
that production flow to industry rather than direct to the Government. If essen 
tial production can be attained through a loan without assumption of the addi- 
tional purchase liabilitv, and without the time consuming steps of contract 
negotiation, it is to the interest of the Government to confine the assistance to a 
direct loan. 

Pursuant to section 303 of Executive Order 10281, this Ageney is authorized 
and directed to make commitments to purchese minerals, metals, and other 
materials, for Government use or resale, as Authorized by and subject to the 
provision of section 303 of the act. In negotiating these purchase contracts, the 
question of financing arises in Many cases, and must be resolved on the basis of 
the particular problem. At that time, a determination is made as to the necessity 
and propriety of an advance payment as a means Of financing. If the extent of 
necessary financial aid is beyond that which may be repaid during the life of the 
purchase contract, financing must be in form other than an advance payment. 
Again, coordination with the RFC permits proper association of the contractual 
undertaking with the financing. 

Il am fully cognizant of the desire of the Congress to liberalize to the maximum 
extent possible the benefits evaileable to industry under the Defense Production 
Act. We believe that all of the authorities and incentives available under the act 
are being utilized to attain essential production. 

Any comments you may have with respect to the policy outlined above will be 
of help to me. 

Sincerely yours, 
Jess Larson, Administrator. 


j 
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AprpENDIx H 


[State of Montana, Bureau of Mines and Geology, J Robert Van Pelt, Director 
Miscellaneous Contributions No. 12] 


THE TUNGSTEN SITUATION IN MONTANA AS A Factor IN NATIONAL DEFE? 
(By Donald W. McGlashan, mineral dressing engineer, and Perry F. Re 
mineral economist, Montana School of Mines, Butte, Mont., 1951 


FOREWORD 


The present world emergency has made it essential for the United States to 
expand greatly its domestic production of tungsten. \ floor price was established 
in 1951 to encourage such production, but the results were disappointing. The 
Senate Committee on Interior and Insular Affairs therefore undertook to find out 
what further steps were necessary to stimulate domestic production. 

As an important part of this investigation, Senator James E. Murray of 
Montana conducted a hearing in Butte, Mont., on December 12, 1951. He was 
accompanied by Senator Zales N. Ecton of Montana, who is also a member of the 
committee. Senator Murray’s mining consultant, Mr. W. ( 
participated actively in the hearing. 

The present report was presented at the hearing and will be published in 
together with the appendixes, in the records of the hearing 
is one Of a series through which the Montana Bureau of Min 


the mining industry of the State with a view to increasing productivity and 
efficiency. 
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DeceMBER 14, 1951. 
INTRODUCTION 


The need to increase the production of tungsten in the United States is wel 
known as one of the most vital supply problems of the defense effort. Last 
July, Senator James E. Murray of Montana asked the Montana School of Mines 
the question: ‘““‘Why is domestic production of tungsten not increasing more 
rapidly?” To answer this question so far as Montana is concerned, the Montana 
Schoo] of Mines through its research agency, the Montana Bureau of Mines and 
Geology, has prepared the present study. 

We shall first outline the profit and loss picture of a hypothetical small tun 
producer in Montana. This mine will be discussed under three situations: first, 
the mine in Montana and the mill and refinery in California—the situation now 
existing; second, a mill in Montana near the mine, but the refinery still 


( 
il 


fornia; and third, both the mill and the refinery in Montana, near 





TUNGSTEN RESOURCES OF MONTANA 


Montana’s tungsten resources are large if low grade deposits are included 
The accompanying map shows the location of the more important deposits known 
today. Many promising areas, however, are being re-examined; and it is possible 
that other discoveries will be made. Some of:-these may be found in promising 
areas not indicated on the map. 

The most recent discoveries of large low-grade deposits have been made in the 
Brown’s Lake, Apex, Polaris, and Birch Creek mining districts of Beaverhead 
County. These deposits were estimated in October 1951, to contain 1,900,000 
tons of ore averaging 0.35 percent WQO;; and indications are that additional ton- 
nage will be developed as exploration continues. The Potosi mining district in 
Madison County and the Jardine mining district of Park County have long been 
known for extensive occurrences of tungsten. These ore bodies are thought to 
be large. 

In Granite County, the Henderson Gulch area has been estimated to contain 
over a million tons of tungsten ore, very low in grade but workable under suitable 
conditions. In the same county, the Black Pine and Argo mines are estimated 
to contain 260,000 tons of higher grade ore. The Birdie mine, in Silver Bow 
County, is presently being developed on a limited scale; the size of the ore body 
is unknown. The Montana Bureau of Mines and Geology has also been notified 
of discoveries in Powell, Lincoln, Deer Lodge, and Jefferson Counties. To date, 
littleis known of the size and grade of these discoveries. 
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How much tungsten is contained in these Montana deposits? Of the 14 de- 
posits shown on the map, fairly good estimates of grade and tonnage are available 
for only 5. These 5 contain, according to estimates in our files, between 12 and 
18 million pounds of WO;. The tungsten content of other deposits is, of cours 


i unknown, but is possibly about equal to the first five. As a very crude estimat: 
therefore, it appears likely that Montana contains something like 25 to 30 millio: 
pounds. This is at least a third of the amount sought by the Federal Governme: 

TE 1 ' We are, therefore, discussing a very important national resource. 
| ANALYSIS OF THE MONTANA SITUATION 
For the tungsten miners of Montana to contribute to the national defense effort 
they must be able to produce tungsten ore at a proper and reasonable profit. To 
operate a mine, the miner must have either a market for his ore or be able to mine 
bit and mill the ore and market the concentrate derived therefron ach of these 
a alternatives must be examined in order that the position of the potential Montana 
a tungsten producer can be clearly set forth. We should note that appendix 1 of 
LT this report treats in detail the great variety of factors on which reliable estimates 
eee, | of the Montana situation are dependent. The material contained in the ap 
- pendixes serves in part as the basis for our analysis today 
| ' 
Mining and marketing ore 
, Of the various outlets for marketing ore, the one which gives the Montana pro- 
ducer the highest net return is the Pine Creek custom mill and chemical refinery 
| of the United States Vanadium Co. near Bishop, Calif. The ore purchasing 
Reet schedule of this company quotes a price ranging from $20 to $37 per unit of WO 
'—_] for ore from 0.30 to 0.60 percent and higher. 
i, For our first illustration, let us assume that we have a mine capable of producing 
" 100 tons of ore averaging 0.50 percent grade. This ore is to be sl ippe d to the 
| Pine Creek facilities of United States Vanadium Co. Based upon their schedule 
the gross dollar value of our 0.50 percent ore is $18. If we shipped our ore, it 
me | would cost us approximately $39.75 per ton for railroad freight. If we expanid this 
| © ae : . 1: ry 
SJ | analysis further and say that our mine produces and ships 30,000 tons per vear, it 
NJ would mean that we would have lost $652,500 just by shipping regardless of any 
other costs. This calculation is contained in the following summary plus similar 
calculations for other grades of ore: 
Comparison of gross income and freight costs for shipment of ore 
! Grade of ore, percent WO 
| 0.30 0.40 0.50 0.75 1.01 
Gross dollar value per ton of ore $6. 00 $14. 40 $18. 00 $27. 75 $37. 00 
Gross income from 30,000 tons of ore 180, OOO 336. 000 540. OOF 832, 50 1, 110, 000 
Freight cost (approximately $39.75 per ton 1, 192, 500 1, 192, 500 1, 192. 500 1, 192, 500 1, 192, 500 
} Partial net loss. __. 1, 021, 500 856, 500 652. 500 360, 500 82 500 
re Obviously, this situation is impossible because the cost of shipment alone exceeds 
the revenue which could be obtained. The total loss would be increased both by 
direct costs of mining and hauling and by additional indirect costs. 
Mining and milling the ore in Montana and marketing the concentrate 
This brings us to the miner who mills his ore at the mine and ships the concen- 


trate. Certainly, his freight cost will be greatly reduced because less material is 
shipped. Is this reduction in cost sufficient to make the mine an economic opera- 
tion? Let us examine the possibilities in terms of the same mine as in the previous 
example. Again, the only feasible western outlet for low-grade concentrate is the 
United States Vanadium Co. 

In order to analyze the economic advisability of this second alternative, a num- 
ber of assumptions must be made. Two of the most critical of these concern the 
mill efficiency in the recovery of tungsten minerals, and the grade of concentrate 
produced. An 80 percent recovery producing a concentrate containing 10 percent 
WO; can be expected in a reasonably efficient operation. Lower or higher recov- 
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ery resulting in higher grades of concentrate are quite possible but not ordinarily 
obtainable at the beginning of an operation. Consequently, in this second situa- 
tion, it is advisable to use an 80 percent recovery and 10 percent grade of con- 
centrate. This assumption is reasonably within the attainment of the Montana 
tungsten producer with approximately $150,000 investment in milling facilities. 
Based upon the concentrate purchasing schedule of United States Vanadium Co., 
a 10 percent concentrate derived from a 0.50 percent ore will therefore net the 
miner $15.20 per ton of ore. 

Other necessary assumptions concern the direct costs of mining, milling, and 
truck haulage. In addition, other costs are incurred before any real profits are 
realized. These include such items as costs of administration, payroll taxes, 
mining taxes, amortization of facilities and ore bodies through depreciation and 
depletion allowances, and finally income taxes. All of these items are analyzed 
in appendix 1 of this report. 

The following is a summary of a situation wherein medium mining and milling 
costs are incurred. Remember that we are now considering milling the ore at 
the mine site and are producing a 10 percent concentrate for shipment: 


Estimate of operation of a Montana tungsten mine and mill with 80 percent recovery 
and producing alo perce nt grade of concentrate 


Gross dollar value per ton of ore___ $15. 20 
Gross income from ore 156, 000 
Cost of production: 
Mining at $8 per ton $240, 000 
Milling at $4.50 per ton 135, 000 
Freight and hauling 54, 300 
Total cost of production _- $29, 300 
Gross operating income__.- 27, 700 
Other expenses: 
Administrative expenses aes $15, 000 
Royalties 15, 000 
Payroll taxes 24, 750 
Montana mining taxes 1, 653 
Depreciation of mill, mine plant, and equipment 15, 000 
Total expenses - 101, 403 


Net loss before provision for Federal and State income taxes and 
depletion allowance 73, 703 


[he data in this analysis are extracted from exhibit B-2 in the appendix. Further reference to exhibit 
B-2 will show the reader similar analyses for other grades of ore. 


Under these conditions, then, the direct costs of production in combination with 
the indirect costs eliminate most of the advantage obtained from lower freight 
costs. It is especially significant to note the additional expense of depreciation 
imposed by the building of milling facilities at the mine site. 

In this situation we have assumed medium mining and milling costs. If the 
operator has high mining and milling costs, any possible economic advantage is 
further eliminated. Conversely, if the operator has low mining and milling costs, 
a venture of this nature may conceivably become attractive. However, we should 
be aware that it is unlikely for an operator to have more favorable mining and 
milling costs than have been assumed. In like manner a higher grade of ore would, 
in large part, counterbalance the effect of the direct costs of production. This, too, 
is extremely unlikely because Montana is characterized, so far as present knowl- 
edge goes, by low-grade ore bodies. These conditions, improbable though they 
may be, are covered in the charts and exhibits in the appendix 1. These charts 
and exhibits indicate the points at which such operations will become profitable 
with respect to various grades of ore. 

The salient features of mining and milling low-grade ore and marketing the 
concentrate as compared with marketing ore are as follows: 

(1) Freight costs have been reduced appreciably. 
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(2) The direct costs in combination with the indirect costs preclude profitable 
operations, in most instances, from mining and milling low-grade tungsten ores. 

(3) Ores of higher WO; content may overcome the incidence of direct and in- 
direct costs. 

(4) Increases in recovery and higher grades of concentrate may overcome the 
incidence of direct and indirect costs. 

(5) The expense of depreciation for milling facilities imposes additional over- 
head burden on the operator. 

In processing low-grade tungsten ore, it is unlikely that items (3) and (4) will 
materially help the Montana situation. Thus, if Montana is to produce tungsten 
from presently known low-grade deposits, a more advantageous opportunity must 
be available for the potential producer. 


Custom milling and chemical refining in Montana 

A third alternative, though nonexistent at the present time, would be the 
availability of custom milling and chemical refining of tungsten ore centrally 
located in Montana with respect to the known deposits. For this analysis, a 
custom mill and chemical refinery are assumed to be available at or near Butte. 
The assumed location of such a facility in the Butte area was made after a careful 
study of the distribution of Montana tungsten deposits.!. In addition, other 
factors including the availability of rail transportation, electric power, natural 
gas, and similar industrial requirements were taken into account. 

For purposes of this illustration, the mining operation is assumed to be smaller, 
having a daily production of 30 tons (one carload) or a vearly production of 9,000 
tons. The assumed gross dollar value per ton of ore was derived from a proposed 
ore-purchasing schedule considered possible for milling and refining of Montana 
tungsten ores in the Butte area. Mining costs are again assumed to be medium. 
Using a 0.50 percent grade of ore and transporting it to Butte, the possibility for 
profit or loss is shown in the following computation: 


Estimate of operation of Montana tungslen mine shipping ore te ( nill and 
refinery located in Butte, Mont.) 


Gross dollar value per ton of ore 


Gross income from ore. 

Cost of production: 
Mining, at $8 per ton $72, 000. 00 
Freight and hauling g ! 34. 650. 00 


Total cost of production__-- : 106, 650. 00 


Gross operating income. ; 18. 600. 00 
Other expenses: 
Administrative expenses $5, 000. 00 
Royalties____- ‘ t, 500. 00 
Payroll taxes___- ; we +, 752. 00 
Montana mining taxes 333. 00 


Depreciation of mine plant and equipment 7, 000. 00 
Total expenses 


Net income before provision for Federal and State income 
taxes and depletion allowance ee . 27,015. 00 
Less Federal and State income taxes 1, 316. 00 


Net income before depletion allowance. ; 22, 699. 00 
Less depletion allowance_--_-- ~~~ --- mist. sae 13, 507. 00 


Net income after income taxes and depletion _ 9,192.00 


1 The data in this computation are taken from exhibit D-2 in the appendix. Further reference to this 
exhibit will show the reader similar analyses for other grades of ore 


1 See map, Pp. 2. 
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As compared with our second analysis where the operator unprofitably mined 
and milled the ore at the mine site, we now have a situation where the operator 
has profited. The profit is in part a result of the elimination of the burden imposed 
by the amortization of milling facilities. It will be noted that freight and hauling, 
as well as mining costs, constitute a major element of the cost. This cost can be 
reduced by building milling facilities in closer proximity to the mining areas, thus 
reducing the amount of material which must be shipped to the chemical refinery. 
This is the first situation for a 0.50 percent grade of ore in which the operator has 
been able to benefit from the provision for depletion allowance; thus the venture 
becomes even more attractive. 

The significant features of this last situation are as follows: 

(1) After all deductions, a reasonable profit can be earned subject to the grade 
of ore mined. 

(2) Grades of ore remain critical to the success or failure of the mining operation 

(3) The mining costs remain one of the major items of expense. 

(4) Freight costs become a major expense item, however, milling facilities in 
closer proximity to individual mines will reduce the cost of freight and hauling 
appreciably. 

(5) The operator has additional incentive expressed in the possible benefit from 
depletion allowance. 

CONCLUSION 


Summarizing the three Montana situations presented, we find the following 
conclusions to be outstanding: 

(1) Low-grade tungsten ore cannot be shipped profitably to a custom mill and 
chemical refinery outside the State of Montana. 

(2) Shipment of tungsten concentrates derived from typical Montana ores do 
not provide favorable opportunities unless the grades of ore mined are fairly high 
or unless high recoveries producing high grades of concentrate are made. 

(3) If custom milling and chemical refining facilities are made available and 
located centrally with respect to the Montana tungsten deposits, extensive produc- 
tion of tungsten from Montana for the national defense effort can be anticipated. 

In view of the conclusions reached in our study, we recommend: 

First, that loans for exploration, development, and operations be expedited. 
Adequate provisions for such loans are necessary if Montana tungsten deposits 
are to reach the production stage. It is well known that small mine operators 
experience considerable difficulty in securing sufficient venture capital. This is 
especially true with regard to the Montana tungsten situation. 

Second, that custom milling and chemical refining facilities be made available 
and located centrally with respect to known tungsten deposits. This can be 
accomplished either by establishment of both milling and refining facilities in the 
same central location, or by establishment of refining facilities in a central location, 
such as Butte, with a strategic location of a mill or mills nearer the mining opera- 
tions. We feel this last alternative to be the most suitable because of the potential 
reduction of freight and hauling costs. We hope that such facilities as we are 
recommending can be established by private capital. However, the critical 
demand for tungsten justifies almost unlimited Government aid and assistance 
if private capital is unable to meet the needs. In our opinion, the establishment 
of these recommended facilities will lead to a significant production of tungsten 
for the defense effort. We further believe this method to be the most economical, 
in the long run, of the possible alternative methods which are designed to increase 
tungsten production. 

Our final recommendation is that consideration be given to a realistic increase 
in the floor price of tungsten. We do not believe that an increase in the price 
alone will materially affect the present shortage of supply of this strategically 
important metal, because a price increase would have the effect of spurring pro- 
duction in only those areas near or adjacent to now existing milling and refining 
facilities. In other words, a price increase, unless very large, would have little 
or no effect upon production from Montana deposits without the establishment 
of more convenient milling and refining facilities. 
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Exuinit A-2.—Estimate of operations of hypothetical Montana tungsten mines with 
medium-cost situation 


Distance of mine from railroad (miles) -. 20] Cost of mill at mine 4 ee 
Distance refinery railpoint to refinery (miles).. 35 | Cost of mine plant and equipment____. $75, 000 
Refinery location, Pine Creek, Calif., Minimum working capital ------- $80,000 
Recovery in mill (percent) Yearly mine production, ore (toms)........ 30,000 
Grade of mill concentrate (percent) 


Grades of ore mined, percent WO; 


Percent. ice eh ead al 0.30 0.40 0.50 


Gross dollar value per ton of ore !___...- ee $10. 80 $14. 40 $18. 00 $27. 00 $36. 00 


Gross income from ore 24, | $432,000 | $540,000 | $810,000 $1, 080, 000 


Cost of production: 
Mining at $8 per ton .| 240,000 240,000 | 240,000 240, 000 240, 000 
Milling at $4.50 per ton cnet 35, 000 135, 000 135, 000 135, 000 135, 000 
Freight and hauling 2 eae A a 0, 472 13, 963 17, 453 26, 180 34, 521 


Total cost of production pociion ..-| 385,472 | 388,963 | 392,453 | 401,180 409, 521 


Gross operating income ; , 472 43, 037 147,547 | 408, 820 670, 


Other expenses: 
Administrative expenses 5, 000 5, 000 15, 000 15, 000 | 15, 
Royalties. -.......... 9, 000 2, 000 15, 000 22, 500 30, 
Payroll taxes iaaetiliara ial , 750 | , 750 24, 750 24, 750 24, 
Montana mining taxes jc sabibediekkes- Siam 746 2, 288 2, 866 6, 611 
Depreciation of mill, mine plant and equipment 5, 000 5, 000 55, 000 55, 000 


, 496 9, 038 112, 616 123, 861 135, 


Net income before provision for Federal and State 
income taxes and depletion allowance § 165, 968 | 6, 001 34, 931 284, 959 535, 3 
Less Federal and State income taxes ¢- a 5, 607 82. 028 194, 


Net income before depletion allowance 45, 968 6, 001 29, 324 202, 931 341, 
Less depletion allowance (percentage method) p 17, 465 121, 500 | 162, 


Net income after income taxes and depletion.) 3 165,968 | 2 66, 001 11, 859 81, 431 179, 


1 Based on refinery quotation per unit WO; for concentrate grade and mill recovery. 

2 Includes haulage from mine to railroad, freight to refinery railpoint, and haulage from latter to refinery. 
8 Deficit. 

4In computing Federal and State income taxes, account is taken of depletion allowance 





TAS DEFENSE MINERALS POLICY 


DEFENSE MINERALS POLICY 155 


with Exuipir A-3.—Estimate of operations of hypothetical Montana tungsten mines 
with high-cost situation 


100, 000 Distance of mine from railroad (miles) __..---- -- Cost of mill at mine $200, 000 
75, 000 Distance of refinery railpoint to refinery (miles) - Cost of mine plant and equipment $75, 000 
550, O00 Refinery location, Pine Creek, Calif. Minimum working capital $50, 000 


30, 000 Recovery in mill (percent) _.....--.... - 90] Yearly mine production (tons) 30, 000 
Grade of mill concentrate (percent 4 


Grades of ore mined, percent WO; 


Percent Dastpiaiclin pad \ 0.30 0.40 0.50 f 1.00 


$36. 00 Gross dollar value per ton of ore ! - ; $10. 80 $14. 40 $18. 00 $27. $36. 00 


180, 000 Gross income from ore. _- ax $324,000 | $432,000 | $540,000 | $810,000 $1, 080, 000 


Cost of production: 
240, 000 Mining at $12 per ton. on ae _..| 360,000 360, 000 360, 000 360, 000 
135, 000 Milling at $6 per tom___..__-- eidsducteteiidcaaiiced 180, OO 180, 000 180, 000 180. 000 
34, 521 Freight and hauling 2 ; we telco 10, 472 3, 7, 453 26, 180 34, 521 


109, 5: Total cost of production _--_--- 472 3,963 | 557,453 180 
Gross operating income inaonies ..-| 3 226, } 7,4 243, 820 


Other expenses 
Administrative expenses 
Royalties 
Pay roll taxes 
Montana mining taxes 
Depreciation of mill, mine plant and equipment 


Total expenses 


Net income before provision for Federal and State ¢ 
income taxes and depletion allowance 
Less Federal and State income taxes ¢ 


Net income before depletion allowance 
Less depletion allowance (percentage method) 


Net income after income taxes and depletion 


Based on refinery quotation per unit WO; for concentrate grad 
finery ~ ludes haulage from mine to railroad, freight to refinery railpo 
deficit 


‘In computing Federal and State income taxes, account is t 
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CHART 1 
POTENTIAL LOSS OR EARNINGS # 
(Without Provision for Depletion Allowance) 
ee ae 5s 
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Assumed Concentrate Grade of 35% WO, | 
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CHART 2 
POTENTIAL LOSS OR EARNINGS *# 
ahs (After Provision for Depletion Allowance) 
Assumed Mill Recovery of 90% 
Assumed Concentrate Grade of 35% WO, 


Line P\-P2 Denotes the 
Potential Profit Neces- 
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Taking | 


0.60 0.70 0.80 


GRADES OF ORE IN PER CENT 


#* Based:on mining of various grades of tungsten ore 
under low, medium, and high cost conditions. (Data 
presented in Exhibits A-l, A-2, and A-3) 
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Exuinit B-1.—Estimate of operations of hypothetical Montana tungsten mines 
with low-cost situation 


Distance of mine from railroad (miles) ___---._- 20 

Distance of refinery railpoint to refinery 
(miles) 

Refinery location, Pine Creek, Calif. 


Recovery in mill (percent) 


Gross dollar value per ton of ore ! 
Gross income from ore 


Cost of production: 
Mining at $4 per ton 
Milling at $3 per ton. 
Freight and hauling ? 


Totel cost of protection ........ccncescncesccss ‘ 


Gross operating income 


Other expenses 
Administrative expenses 
Royalties 
Payroll taxes 
Montana mining taxes 
Depreciation of mill, mine plant, and equipment 


Total expenses 


Net income before provision for Federal and | 


State income taxes and depletion allowance 
Federal and State income taxes ¢ 


Net income before depletion allowance 
Depletion allowance (percentage method) . 


Net income after income taxes and depletion 





Grade of mill concentrate (percent) 
Cost of mill at mine 


Cost of mine plant and equipment ee 


Minimum working capital_- 
Yearly mine production, ore (tons) 





Grades of ore mined, percent WO; 


0.30 


0.40 | 0.50 0.75 


‘$12. 16 EF $15.20 


$9.1 12 


_ $22.80 


120, 000 ats 120,000 | 
90,000 | 90, 000 | 
43,330 | 54, 300 


120, 000 
90, 000 
32, 580 


120, 000 
90, 000 


81, 450 | 


_ 


120, 000 
90, 000 
108, 600 





253, 440 | 


111, 1, 360 | 191, 700 | 392, 550 | 


| | 
15,000 | 15,000 | 
12,000 | 15,000 | 
13,860 | 13, 860 | 
1, 395 2,313 | 
45, 000 45, 000 


01,173 | 


2, 580 | 


31, 020 L 


15, 000 
9, 000 
13, 860 


15, 000 


45, 000 | 


_ 8%, 255 | “101, 646 


100, 527 Ms 
21, 526 | 


290, 904 
95, 295 
79,001 | 195, 609 
50, 263 | 102, 600 


| 
24, 105 | 
3, 869 | 
20, 236 
12, 052 | 


3 52, 454 | 
1 


8, 184 | 28, 738 | 93, 009 
' 


1 Based on refinery quotation per unit Ws for concentrate grade and mill recovery 
3 Includes haulage from mine to railroad, freight to refinery rail point, and haulage from latter to refinery. 


§ Deficit. 


‘In computing Federal and State income taxes, account is taken of depletion allowance, 


Et 300 | 991. 450 | 


22, 500 | 
> 860 | 
5, 286 


_ 318, 600 


593, 400 


‘| 

| 15, 000 
30, 000 
13, 860 
8, 370 
45, 000 

112, 230 


481, 170 
| 178, 696 
| 302, 474 
| 136, 800 


‘| 168,674 
| 





30, 000 
13, 860 

8, 370 
45, 000 


112, 230 


178, 696 


302, 474 
136, 800 


165, 674 


efinery. 
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Exursit B-2.—Estimate of operations of hypothetical Montana tungsten mines with 
medium-cost situation 


Distance of mine from railroad (miles) 20 
Distance of refinery railpoint to refinery 
(miles) tt Sie bee et 
Refinery location, Pine Creek, Calif. 
Recovery in mill (percent) _- Fea 80 


35 


Percent 


Gross dollar value per ton of ore ! 
Gross income from ore 


Cost of production: 
Mining at $8 per ton 
Milling at $4.50 per ton 
Freight and hauling ? 


Total cost of production 
Gross operating income 


Other expenses 
Administrative expenses 
Royalties 
Payroll taxes a 
Montana mining taxes 
Depreciation of mill, mine plant and equipment 


Total expenses 


Net income before provision for Federal and State 
income taxes and depletion allowance 
Less Federal and State income taxes ¢ 


Net income before depletion allowance 
Less depletion allowance (percentage method) 


Net income after income taxes and depletion 


Grade of mill concentrate (percent) aoe 10 


Cost of mill at mine 
Cost of mine plant and equipment 
Minimum working capital 


$150, 000 
$75, 000 
$50, 000 


Yearly mine production, ore (tons). 30, 000 


0.30 


$9. 12 


273, 600 


240, 000 
135, 000 
32, 580 


407, 580 


3, 980 


3 998 « 


Grades o 


¢ 


0.40 


$12. 16 


$364, 800 


240, 000 
$5, OOO 
3, 440 

440 
, 640 
5, 000 

tun 

70 

0 


340 


340 


f ore mined, percent WO, 


0.50 0.75 
$22. 80 $30. 40 
$912, 000 


$684, 000 


240, 240, 000 
135, 135, 000 
81, } 108, 600 


. 600 


400 


5, 000 5, 000 
Ooo 22. 000 
24, 750 24, 24, 750 
1, 653 , 7, 780 
45, 000 5, 5, 000 


530 
5, 870 
5, 016 


220, 854 
136, 800 


! Based on refinery quotation per unit WOs for concentrate grade and mill recovery 
3 Includes haulage from mine to railroad, freight to refinery railpoint, and haulage from latter to refinery 


§ Deficit. 


‘In computing Federal and State income taxes, account is taken of deplet 


ion allowanee 





160 DEFENSE MINERALS POLICY 


Exuisit B-3.—Estimate of operations of hypothetical Montana tungsten mines with 
high-cost situation 


Distance of mine from railroad (miles) Grade of mill concentrate (percent) 
Distance refinery railpoint to refinery Cost of mill at mine 

(miles) _ _ _. 35 | Cost of mine plant and equipment 
Refinery location— Pine Creek, Calif. Minimum working capital 
Recovery in mill (percent) Yearly mine production, ore (tons) 


Grades of ore mined, percent WOx; 


0.30 | 0.40 0.50 0.75 | 1,00 


| 


' 
Gross dollar value per ton of ore ! } $9.12} ‘$12.16 | $15.20 | 


Gross income from ore | $273, 60 600 | $364, 300 | $456,000 | $684, 000 | ~ $912, 000 
Cost of production: F | 
Mining at $12 per ton...........--- 000 | 360 360.000 | 360,000 360, 000 
Mining at $6 per ton ion 000 130. 00 180, 000 180, 000 180, 000 
Freight and hauling ? 32, 580 43, 440 54, 300 . 450 | 108, 600 


Total cost of production 572,580 | 583, 440 | 594, 300 | 


Gross operating income | $208, 980 | 2 218.640 | § 138,300 | 





Other expenses: | 
Administrative expenses | 15,000; 15,000 15, 000 
NI or no ciate Bw 9. 000 | 12, 000 15, 000 
NEE ME . cnccnd th ieaksnntinnacucmnnaheannios | 35, 640 35, 640 35, 640 
Montana mining taxes 494 950 1, 546 | 
Depreciation of mill, mine plant and equipment 45,000 | 45,000 45, 000 


Total expenses | 105,134 | 108,590 | 112,186 | 122, 106 | 











Net income before provision for Federal and State | 
income taxes and depletion allowance... 230 | 3 250, 486 3 59, 556 130, 710 
Less Federal and State income taxes 4 29, 591 


Net income before depletion allowance_.- mm 119 
Less depletion allowance (percentage method) - | 


Net income after income taxes and depletion... ie 3 404, 114 | 3 327, 20 | 3 250, 486 | 3 59, 556 | 35, 764 


1 Based on refinery quotation per unit WOs for concentrate grade and mill recovery. 

* Includes haulage from mine to railroad, freight to refinery railpoint, and haulage from latter to refinery. 
«In computing Federal and State income taxes, account is taken of depletion allowance. 

§ Deficit. 
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7 ; anu “ + y 
l Recovery of £ 


Yoncentrate Grade of ] 





| 
a! 
| 
| 
| 
| 





132, 690 
130, 710 
29, 591 


101, 119 
65, 355 


35, 764 


efinery. 200.000 
a9 


300,000 


IN DOLLARS 


LOSS 


0.30 0.40 0.50 0.60 
GRADE OF ORE IN PER CENT 
# Based on mining of various grades of tungsten ore 


under low, medium, and high cost conditions. (Data 
presented in Exhibits B-l, B-2, and B-3) 
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CHART & 
POTENTIAL LOSS OR EARNINGS # 
(After Prévision for Depletion Allowance) 


EARNINGS IN DOLLARS 





‘ 
T 
} 

| 

| 
+ 
| 


ical asalslliieecieecietian 
Line P1-P2 Denotes the 
Potential Profit Nécessary 


to Encourage Risk T 


aking 
LaKinge | 


<= 


Ce ernest et ee | 


0.70 0.80 0.50 1.00 


AOENT AT Net Te! pt femme 
GRADE OF ORt IN PER CENT 


* Resed on mining various grades of tungsten ore under low, 
medium, end high cost conditions. (Deta presented in 
Cxhibits B-l, B-2, and 3-3) 





DEFENSE MINERALS POLICY 163 


Exuisit C—1.—Estimate of operations of hypothetical Montana tungsten mines with 
low-cost situation 


Distance of mine from railroad (miles) ---.--._- 20 | Cost of mill at mine 

Distance refinery rail point to refinery (miles) - 35 | Cost of mine plant and equipment... 
Refinery location, Pine Creek, Calif. Minimum working capital. 

Recovery in mill (percent) 60 | Yearly mine production, ore (tons) 
Grade of mill concentrate (percent)... ...-..-- 25 


Grades of ore mined, percent WO, 


| i 
0.30 0.40 | 0.50 0.75 | 1.00 
i 


Gross dollar value per ton of ore !_.._______- ea 7. 20 $0.60 | $12.00! $18.00 $24. 00 


Gross income from ore rae __._...-.--.--| $216,000 | $288,000 | $360,000 | $540, 000 720, 000 


Cost of production: | 
Mining at $4 per ton Sa Ss ct on 120, 000 000 120, 000 20, 000 120, 
Milling at $3 per ton__. oe i es 90, 000 000 90, 000 90, 000 | 90, 
Freight and hauling ? bes aden an 3, 77 5, 516 8, 145 2, 218 16 


Total cost of production -- eae <acvsl Subaee 3,516 | 218, 145 222, 218 226, 26 


Gross operating income... - ; nae 2, 226 4 141, 855 317, 782 493, 


Other expenses: 
Administrative expenses ceeslepiibiala ws. coseel «6S 
Royalties er : Ba ike 9, 000 
Payroll taxes_-._... z ue ad 13, 860 
Montana mining taxes 300 
Depreciation of mill, mine plant and equipment 45, 000 


Total expenses... J ..| 83, 160 


Net income before provision for Federal and State | 
income taxes and depletion allowance ‘ ; 3 80, 034 
Less Federal and State income taxes ¢_- 


Net income before depletion allowance | 980, 934 
Less depletion allowance (percentage method). - - | 
Net income after income taxes and depletion._| 480,934 415, 22 


' 


1 Based on refinery quotation per unit W Os for concentrate grade and mill recovery 

2 Includes haulage from mine to railroad, freight to refinery rail point, and haulage from latter to refinery. 
5 Deficit. 

‘In computing Federal and State income taxes, account is taken of depletion allowance 
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Exuisit C—2.—Estimate of operations of hypothetical Montana tungsten mines with 
medium-cost situation 


Distance of mine from railroad (miles) 
Distance refinery rail point to refinery--- 
Refinery location, Pine Creek, Calif. 
Recovery in mill (percent). 

Grade of mill concentrate (percent) -- 





Percent... 


Gross dollar value per ton of ore! 
Gross income from ore 


Cost of production: 
Mining at $8 per ton 
Milling at $4.50 per ton 
Freight and hauling ? 


Total cost of production 
Gross operating income 


Other expenses: 
Administrative expenses 
Royalties ‘ 
Payroll taxes 
Montana mining taxes 


Depreciation of mill, mine plant and equipment. | 


Net income before provision for Federal and State 


income taxes and depletion allowance 
Less Federal and State income taxes 4. __ 


Net income before depletion allowance 
Less depletion allowance (percentage method) __---- 


Net income after income taxes and depletion. -. 


Cost of mill at mine 

Cost of mine plant and equipment ; 
Minimum working capital-...- $50, 00 
Yearly mine production, ore (toms)_.._-.._. 30, OO 


iit atainaee ‘ 


Grades of ore mined, percent WQ; 


0.40 | 0.50 | 0.75 | 1.00 


$9. 60 $12.00 $18.00 | $24. 


$216,000 | $288,000 | $360,000 | $540, 000 $720, OK 


000 240, 000 240, 000 240, 000 | 
135, 000 135, 000 135, 000 | 
5, 516 8, 145 2, 218 


. 516 383, 145 387,218 | 


3, 516 3 23, 145 15. 


15, 000 5, 000 15, 000 | 

9, 000 2, 000 15, 000 

24, 750 24,750 | 24,750 
291 566 | 926 | 


45, 000 45, 000 45, 000 


None 


rho ee tS OF 


— 


94, 041 97, 316 100, 676 110, 137 | 120, 


2 256,815 | 190,832 | 3123,821 | 42, 645 208, 572 
e j 6, 845 50, 34 

5 | 3 190,832 | 3123,821 | 35, 800 | 158, 3! 
ceicatveenrend | dR: 1 SES 


| $256,815 | # 190,832 |#123,821 | 14,478 | 54, 111 


1 Based on refinery quotation per unit W Os; for concentrate grade and mill recovery. 
? Includes haulage from mine to railroad, freight to refinery rail point, and haulage from latter to refinery 


3 Deficit. 


«In computing Federal and State income taxes, account is taken of depletion allowance. 
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EXHIB 


Distance 
Distance 
Refinery 
Recovery 
Grade of 


Percent 


Gross do 
Gross in 


Cost of I 
Min 
Mill 
Frei 

T 


Gi 


Other ex 
Adn 
Roy 
Pay 
Mol 
Dep 


T 


Net ine 
incon 
Less Fe 


N 
Less de 


N 


| Base 
? Inch 
§ Defi 
‘Ine 
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Exuipit C-3.—Estimate of operations of hypothetical Montana tungsten mines with 
high-cost situation 


Distance of mine from railroad (miles) -- -- 7 20 | Cost of mill at mine ’ eats _. $150, 000 
Distance refinery rail point to refinery (miles).. 35 | Cost of mine plant and equipment $75, 000 
Refinery location, Pine Creek, Cali. Minimum working capital . _ $50,000 
Recovery in mill (percent) . ...--. 60| Yearly mine production, ore (tons) 30, 000 
Grade of mill concentrate (percent)_............ 25} 


Percent 


Gross dollar value per ton of ore ! $7. 20 $24. 00 


Gross income from ore $216, 000 $720, 000 


Cost of production: 
Mining at $12 per ton | 360. 000 
Milling at $6 per ton mee | 180, 000 
Freight and hauling ? 3, 774 
Total cost of production 543, 774 


Gross operating income 


Other expenses 
Administrative expenses 15. 000 
Royalt ies | ¥, OCOD 
Payroll] taxes | 35, 640 35, ¢ 10 ; 35, 640 
Montana mining taxes 29) BOA ‘ ‘ 73] 
Depreciation of mill, mine plant and equipment 45, 000 000 


Mo 


O00 


Total expenses - - wl 104, 931 


Net income before provision for Federal and State 
income taxes and depletion allowance 
Less Federal and State income taxes ‘_- 


Net income before depletion allowance 
Less depletion allowance (percentage method) 


Net income after income taxes and depletion. 3 432, 


| Based on refinery quotation per unit W Os for concentrate grade and 1 
? Includes haulage from mine to railroad, freight to refinery rai] point, ar 
§ Deficit. 


‘In computing Federal and State income taxes, account is taken of depletion allowance. 


I 


id | lage from latter to refine 





EARNINGS IN DOLLARS 


LOSS IN DOLLARS 
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CHART 5 
POTENTIAL LOSS OR EARNINGS # 
(Without Provision for Depletion Allowance) 


Assumed Mill Recovery of 60% 
Assumed Concentrate Grade of 25% 


Line P)-P2 Denotes the 
Potential Profit Necessary 
to Encourage Risk Taking. 


GRADES OF.ORE IN PER CENT 


* Based on mining of various grades of tungsten ore under 
low, medium, and high cost conditions. (Data presented 
in Exhibits C-l, C-2, and C-3) 


cE 
7 
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CHART 6 
POTENTIAL LOSS OR EARNINGS # 
(After Provision for Depletion Allowance) 


pS 


it 
Assumed Mill Recovery of 60% 
Assumed Concentrate Grade of 25% WO 


5 
4 
i] 
o 
a 
= 
1H 
” 
g 
tH 
E 


LARS 


ynoaT 
Y VU 


LOSS Ih 


1,00,000 


500,000 
0.30 0.40 0.50 0.60 0.70 0.80 
GRADE OF ORE IN PER CENT 
* Based on mining of various grades of tungsten ore under 


low, medium, and high cost conditions. (Data presented 
in Exhibits C-1, C-2, and C-3) 
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Exnisit D-1.—Estimate of operations of hypothetical Montana tungsten mines with EXHIB 
low-cost situation 


Mine location, average from Butte, Mont. Cost of mine plant and equipment___._.___- $35, 000 Mine lo 
Distance of mine from railroad (miles) ; Minimum working capital ceeen Distane 
Distance from mine railpoint to Butte Daily mine production (toms) __..-- pda : Distance 
(miles) ae poate : Yearly mine production (toms) _..._.-.-- (miles 


] aa 
Percent........- | 030 | 040 | 0.50 0.75 | Percent 


$12.80} $17.25 | $27.75 | Gross d 


$76,950 | $115,200 | $155, 250 | $249, 750 | rs 


Cost of production: ; 1 
Mining at $4 per ton “i aie! | 36,000 36, 36, 000 36, 5 F 7 
Freight and hauling 2 oem 23, 580 31, 34, 650 37, E re 


: od = 
Total cost of production 59, | 57,590 | 70,650 | 3, 78, I 
a Es : = - - : G 
Gross operating income , 7,3 } 84, 600 ! 263, 25 ; 


Other expenses: | Other ¢ 
Administrative expenses : 5, | 5, 5, 000 | . b ee 
Royalties... __.- 2 2.70 3, 600 4, 500 | 5, 750 | 9, a 
Payroll taxes a nS ; 2 376 2 376 2 376 | 2 376 23 oa 

Montana mining taxes ee E a 7 299 | ‘ 07 : ~ 

Depreciation of mill, mine plant, and equipment 7, 000 ; | . e 


Total expenses ; 7, 147 , 205 | 9353} 22.5 | 5, 265 I 


Net income before provision for Federal and State | | j et = 

income taxes and depletion allowance ‘ 3 | 9, 495 ‘ | 3, 237, 98: I ase: ¥. 
Less Federal and State income taxes ? 36 | , 720 17, 079 56, - 

+ . : 7 rg N 

Net income before depletion allowance 177 685 48, 168 3,5 Less di 

Less depletion allowance (percentage method) -_.-.-- 11 ,702 | 23,287 : | 51 se 


Net income after income taxes and depletion_- 5 , 983 24, 881 . 


1 Based on refinery quotation per unit Ws; for concentrate grade and mill recovery. 
2 Includes haulage from mine to railroad, freight to refinery railpoint, and haulage from latter to refinery. 
*In computing Federal and State income taxes, account is taken of depletion allowance. 
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Exnisit D-2.—Estimates of operations of hypothetical Montana tungsten mines with 
medium-cost situations 


Mine location, average from Butte, Mont | Cost of mine plant and equipment_. .-.- $35, 000 
Distance of mine from railroad (miles) 9} Minimum working capital $10, 000 
Distance from mine rail point to Butte Daily mine production (tons) 30 


(miles) 65 | Yearly mine production (toms)...........-. 9,000 


Grades of ore m percent WO; 


Percent 


Gross dollar value per ton of ore !__ 
Gross income from ore. 


Cost of production: 
Mining at $8 per ton 


OOO 
Freight and hauling 2 


4) 
Total cost of production - 
Gross operating income 


Other expenses 
Administrative 
Royalties 
Payroll taxes 
Montana mining taxes 


000 


Depreciation of mill, mine plant and equipment 


Total expenses -_ 

Net income before provision for Federal and State 
income taxes and depletion allowance 

Less Federal and State income taxes ¢ 


Net income before depletion allowance 
Less depletion allowance (percentage method) 


Net income after income taxes and depletion 


! Based on refinery quotation per unit WO; for concentrate grade and mill recovery. 
2 Includes haulage from mine to railroad, freight to refinery rail point, and haulage from latter to refinery. 
3 Deficit. F 


‘In computing Federal and State income taxes, account is taken of lowance. 
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Exuisit D-3.—Estimate of operations of hypothetical Montana tungsten mines with 
high-cost situations 


Mine location, average from Butte, Mont. Minimum working capital 
Distance of mine from railroad (miles).......... 9] Daily mine production (tons) 
Distance from mine railpoint to Butte (miles).._ 65 | Yearly mine production (tons) 
Cost of mine plant and equipment $35, 000 


Grades of ore mined, percent WO; 


| 


0.30 | 040 | 0.50 | 0.75 


$12.80 | $17.25 | $27.75 $38. 00 


$76. 950 | $115, 200 $249, 750 | $342, 000 


Cost of production: | 
Mining at $12 per ton 108, 000 108, 000 108, 000 108,000 | 108, 000 
Freight and hauling ? : . | 23,580 31, 590 34, 650 37, 980 42, 750 





Total cost of production 





Gross operating income 





Other expenses: 
Administrative expenses.__-._-- ss skips tiheinni i , 5, | 
Royalties | ; | 500 | 6,7 
a a tesla sw cia ep ania seh | 7, 7, 128 
Montana mining taxes_____- s aecanaadinditceares | | 789 
Depreciation of mill, mine plant and equipment-| ; , ‘ 7, 000 


Total expenses ; . I 23, 817 26, 667 | 


Net income before provision for Federal and State | 
income taxes and depletion allowance__._..........| 376,459 | 347,119 | 411,217 | 77,103 | 

Less Federal and State income taxes 4._._......._..- ; meer eee 

Net income before depletion allowance | 276,459 | 247,119 | 211,217 

Less depletion allowance (percentage method) Sona Bee ? Bee case eae 37, 462 | 


Net income after income taxes and depletion...| 376,459 | 347,119 | 311,217 23, 792 


! Based on refinery quotation per unit W Os for concentrate grade and mill recovery. 

? Includes haulage from mine to railroad, freight to refinery railpoint, and haulage from latter to refinery. 
3 Deficit. 

‘In computing Federal and State income taxes, account is taken of depletion allowance. 
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CHART 7 
POTENTIAL LOSS OR EARNINGS # 
(Without Provision for Depletion Allowance) 


Assumed Shipment of Raw Ore to Custom Mill 
and Refinery Located in Butte, Montana 


Si 


Vi 


oo 


eBeBOoo Forte 
EARNINGS IN DOLLARS 


w@io 


: 
8 
2 
g 


GRADE OF ORE IN PER CENT 


* Based on mining of various grades of tungsten ore under 
‘low, medium, and high cost conditions. (Data presented 
in Exhibits D-1, D-2, and D-3) 
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POTENTIAL LOSS OR EARNINGS # 
(After Provision for Depletion Allowance) 


Assumed Shipment of Raw Ore to Custom Mill 
and Refinery Located in Butte, Montana 








250 0.60 
GRADE OF ORE IN PER CENT 


* Based on mining of various grades of si FS ore under 
Dp 


low, medium, and high cost conditions. 
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INTRODUCTION TO ESTIMATES 


The purpose of this report is to present as reliable an estimate as possible of 
the tungsten situation in Montana. In our early attempts to analyze the Montana 
situation, we tried to depict the typical Montana tungsten mine. These attempts 
were soon frustrated with the realization that there is no typical Montana tungsten 
mine. Instead, it became obvious that the Montana situation was typified by a 
great variety of conditions. These include varying grades of ore, varying grades 
of concentrate, deep and shallow ore bodies, varying distances from freight rail- 
point, varying mining and milling costs, and others. Obviously, any reliable 
analysis of the Montana situation would depend upon estimates 
variable factors. A better course of action was to make estimates of not only the 
average or typical Montana situation, but also the low-cost Montana situation 
and the high-cost Montana situation. We can thus provide a comparison of cost 
situations throughout a reasonable-range. The reader is cautioned that 


of most of these 


none of 
mine. Our intention is 
not to set forth any one estimate alone to depict the 
The estimates are to be considered collectively as portr 
conditions that may exist in a tungsten operation in s St: 
The writers believe that the range established fron he | t 

through the medium cost to the high cost covers most of t O} ns which 
may be conducted in Montana under present conditions. 
properties may fall below the low-cost or abov ¥ 
we are confident that such instances will be » recognized and 
important to note that an individual case may fall at any point within the ranges 
which we have established. In specific eases, it 
the position by referring to charts | through 8 which portray the potential profit 
or loss to be experienced under the different operating conditions. Thus, tl] 
range ¢stablished is useful in providing a yardstick or rule-of-tl 

device for the reader whose judgment, experience, opinion, o 
situation may differ from that of the writers. The personal 
individual should be used freely. If personal judgment is so u 
feel confident that these estimates and charts may be of considera 


nas a whole 


variety of 
situation 


Vv individual 


tions show! 


LO approximate 


EXPLANATION OF EXHIBITS 
Since our analysis is based upon estimates, the reader should know how 
estimates were made. A brief explanation of each of the ite 


LCTOS 
exhibits is given in the remaining part of this section. 


Gross ~tncome from ore 


The figures for gross income from the ore on exhibits 
derived from schedules furnished by the United States 


situated 
near Bishop, Calif. No other marketing points are ce 


ynsidered in this report 


because the purchase schedule supplied by the United States Vanadium Co., in 


‘combination with other factors such as freight costs, makes this outlet the most 
favorable market point for Montana tungsten. Estimates based on other mar- 
keting points and purchase schedules were considered prior to the writers’ decision 
to include only the estimates based on the United States Vanadium Co. purchase 
schedules. The purchasing schedules are shown in appendix 2 

The figures for gross income from ore on exhibits D—1 through D—3 are based 
on the assumption that Montana tungsten production may require the establish 
ment of a custom mill and chemical refinery in the Butte area. 

For the latter analysis (exhibits D-1 through D-3), a proposed tungsten ore 
purchasing schedule was furnished by the Minerals Engineering Co. and the 
Domestic Manganese & Development Co. This schedule is considered by these 
organizations as a probable purchasing schedule in the event that a custom mill 
and refinery is established in the Butte area. The purchasing schedule for the 
hypothetical situation described above is shown in appendix 2. 


Mining and milling costs 


Mining and milling costs are the principal costs of production. It was extremely 
difficult to estimate these costs. This was especially true in the case of mining 
costs. Responses to our inquiries yielded quotations that varied from as low as 
a few cents per ton in the case of open pit mining to as high as $20 per ton in the 
case of more difficult underground mining. From our inquiries and research, it. 
was determined that no one figure could possibly typify the average mining cost 
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Consequently, a range was established starting at a low of $4 per ton, a medium 
of $8 per ton, and a high of $12 per ton. Mining expenses are assumed to cover 
only the direct costs of mining, such as labor, power, supplies, and maintenance. 

In the same way, a range was established for milling costs starting at a low of 
$3 per ton, a medium of $4.50 per ton, and a high of $6 per ton. Milling costs 
are assumed to cover only the direct costs of milling, such as labor, power, supplies, 
and maintenance. 

Actually these two principal costs (mining and milling) should be considered 
jgintly since they both bear a direct relationship to the amount of ore mined and 
milled. High milling costs do not necessarily imply high mining costs or vice 
versa. For example, the cost of milling tungsten ores from one region of Montana 
may be comparable for different operators. Yet, the cost of mining for those 
operators within the same region may vary greatly depending upon the nature of 
the ore bodies and consequently upon the mining methods utilized. 

Therefore, in consideration of the estimates presented in this report, a total 
cost which ineludes both mining and milling should be kept in mind in order to 
provide a more reasonable and logical understanding and evaluation of the esti- 
mates. The total mining and milling costs are shown below: 


Mining cost 
Milling cost 


| 
| 
| 
| 
| 
| 
| 
} 


Total cost 
! 





Freight and hauling 


This item of cost includes truck haulage from the mine location to the railroad 
shipping point, railway freight from the shipping point to the refinery rail point, 
and truck haulage from the refinery rail point to the refinery itself. These three 
items of cost are, of course, included in only the instances where all three are ap- 
plicable. In some instances, for example, there may be no truck haulage neces- 
sary from the refinery rail point to the refinery. 

The truck haulage cost component is estimated at 10 cents per ton-mile. The 
railway freight costs are actual freight costs furnished us by rail carriers. It will 
be noted from the exhibits that total freight and haulage costs are negligible in 
the over-all cost picture when a high grade of concentrate is being transported. 
The total costs of freight and hauling do, however, become & major consideration 
when lower grades of concentrate are being shipped. The fact is obvious, of 
course, that the lower the grade of concentrate, the greater will be the tonnage of 
material to be transported. 


Administrative expenses 


Administrative costs are estimated at what we believe to be a8 minimum for the 
situations depicted. The figure of $15,000, which is used in all exhibits except 
D-1, D-2, and D-3, was arrived at through the following considerations: 


Administrative expenses 


Manager at $650 per month 

Bookkeeper and typist at $300 per month 
a tase Giitneenian biedaiale 600 
ee in ag? ain aan wae 

Office expense 

Insurance... - ---- 

a nk Sear at by nese isa ee al eu 

NNN a a Fe gle ila Ome adam ig sage nei be 


Total administrative expomecs... .. .... 22.22. ne ctdcscccccccces 15, 000 


The figure of $5,000 used in exhibits D-1, D-2, and D-3 was arrived at in the 
same way, but was reduced to reflect a smaller operation. 

There may be substantial reason to regard the above costs as being too low. 
This is especially true in those instances where a considerable amount of earnings 
are being realized. This attitude would result from the so-called rule of thumb 
that administrative costs bear a direct relationship to income. The writers feel 
that this view is untenable in this instance as a rule of thumb because greater 
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income results from higher grades of ore, lower mining and milling costs, as well 
as similar advantages, and not alone from the expending of greater managerial 
effort. 


Royalties 


Consideration was given to the problem of whether or not royalties should be 
included as an item of cost as mines are frequently operated by the owners. 
It was felt, however, that the large number of mines operated under lease justi- 
fies the inclusion of royalties. The reader may use his own judgment in con- 
sideration of this cost, depending upon whether he has an owner-operator or 
lessee-operator situation in mind. Should he have an owner-operator in mind, 
it is suggested that about 60 percent of the amount of the royalty be added to 
income, thus taking into account the incidence of income taxes. 

The proper rate to charge as a royalty expense is extremely difficult to deter- 
mine. Royalties are simply a matter of the agreement between the parties 
concerned. They vary widely, but we believe that the following schedule is a 
reasonable one: 

Royalty charge per ton of ore 


Grade of ore mined (percent): 
0.20... . iho aaa a ee 
0.40 Fa Phan . Bd . 40 
rE ge : = . 50 
0.60__- Lisbeth Seed tel iss ee : 5 ‘rien . 60 
NE eA Tos anit. seextenth ia ae sipased ‘ i . 70 
0.30... 5 Soest kaart na rs sas haere ahaa ah . 80 
acca tales = 5 ee . 90 
1.00- oe : “3 othe eee! 

Payroll tazes 


Payroll taxes include old-age and survivor’s insurance, Montana unemploy- 
ment compensation contributions, and Montana workmen’s compensation pay- 
ments. Since all of the above charges are levied as a percentage of payroll, the 
rates were combined into one. The total charge amounts to 11 percent of payroll, 
arrived at as follows: 

Percent 


Old-age and survivor’s insurance _ - _ __- ee xchat Sd 1% 
Montana unemployment compensation. ; 3 
Montana workmen’s compensation __-- - -- : : hd id 614 


Total rate____- er ‘ is 11 


One should keep in mind that while these costs do not constitute a major pro- 
portion of total costs, they do become increasingly burdensome on the operator 
who is faced with a high-cost situation. In short, the burden of these costs 
increases in direct proportion to the increase in mining and milling costs (i. e., 
the labor part of mining and milling costs). Labor costs for payroll tax purposes 
are assumed to be 60 percent of mining and milling costs. Thus, in exhibit A-1 
total mining and milling costs are $210,000. Sixty percent of $210,000 equals 
$126,000 (labor cost) and 11 percent of $126,000 equals $13,860, the amount 
charged for payroll taxes. 


Montana mining taxes 


Montana mine operators are subject to a mines license tax and a net proceeds 
tax. The former is a tax based upon the gross value of all metal or mineral 
mined or produced during the year and is applied to the market value of all 
merchantable metals without deduction for cost of smelting and treatment. 
The schedule for metal mines is shown below: 


Mines license tax, for metal mines 
First $100,000 gross value taxed as $1. 
Next $150,000 gross value taxed at one-fourth of 1 percent. 
Next $150,000 gross value taxed at one-half of 1 percent. 
Next $100,000 gross value taxed at three-fourths of 1 percent. 
All gross value over $500,000 taxed at 1 percent. 


In the exhibits contained in this report, the mines license tax was computed 
on the basis of the gross income from ore in accordance with the above schedule. 
Though having the characteristics of a property tax, the net-proceeds tax is 
also a tax on production. The tax is a millage levy applied against the net pro- 








176 DEFENSE MINERALS POLICY 






ceeds. The net proceeds is the valuation base at 100 percent and is determined, 
in general, after deductions are made for mining and milling expenses. In this 
report the gross operating income was assumed to be the net proceeds and the 
hypothetical millage levy of 40 mills was applied. This figure was then com- 
bined with the mines license tax to give a total figure which is represented in the 
exhibits by the item, Montana mining taxes. 


Depreciation of mill, mine plant, and equipment 


By obtaining a National Security Resources Board necessity certificate, the 
operator is permitted to amortize the mill, mine plant, and equipment (but not 
the cost of the ore body) over a 5-year period. This rapid amortization has been 
authorized by law because properties operated under present emergency condi- 
tions cannot look forward to a long life. In some instances one might argue, and 
perhaps justly so, that this is an exorbitant charge and is composed partly of a 
hidden profit. That this may prove to be true in the future is not questioned. 
In the light of the present world conditions characterized by the uncertainty of a 
stable market for tungsten, a special inducement is necessary if we are to expect 
an increase in domes*iec tungsten production. The assumed certificate of necessity 
is issued by the NSRB in recognition of these conditions. Furthermore, it is a 
valid expense until the ful) cost of such emergency facilities has been amortized. 
Once it hes been amortized, no further depreciation will be allowed on those 
facilities other than the nominal amounts regularly authorized for such additions 
or repairs es may be made. To consider the amortization of emergency facilities, 
as authorized by the NSRB, other than expense would defeat the whole purpose 
of this provision of the law. 


Federal and State income tazes 


Federal and State corporation income taxes are computed at current rates. In 
the case of Federa] taxes, the normal] tax rate is 30 percent, and the surtax rate 
on income above $25,000 is 22 percent. Mining of tungsten is exempt from the 
excess profits tax provision of the present Federal income tax Jaw. The total 
Federal income tax is then combined with the Montana corporation license tax 


(a corporation income tax) which is a flat rate of 3 percent on net profits after 
deduction for Federal income taxes. 


Depletion allowance 


The percentage-of-income method is used in computing the amount of depletion 
allowances. Under this method the law aJlows for a depletion deduction of 15 
percent of the gross income up to but not exceeding 50 percent of the net income. 
As will be noted in the various exhibits, the amount of depletion allowance in- 
creases, therefore, as the gross income and net income increase. 

Depletion allowances are shown on the exhibits in a position below the item for 
Federal and State income taxes. This was done purposely in order to arrive at 
the net amount of money retained by the hypothetical operator without provision 
for depletion allowance, as well as for the net amount of money retained after 
provision for depletion allowance. In this way, it is possible for persons examining 
the data to consider the depletion allowance as an item of hidden profit or as an 
item of real expense, whichever suits his purpose. A number of problems arise in 
considering this question. 

If the intention of the depletion allowance is to return to the operator only an 
amount equal to the cost of resources, exemplified by the purchase price and 
exploration and development expenditures incurred, it is certainly a justifiable 
ivem of expense. If, on the other hand, the effect is to return an amount greater 
than the amount expended for exhausted assets, it then may easily be considered 
as a hidden item of profit. Even in the latter respect, it may not be profit because 
the depletion allowance is intended to return the cost of finding, as well as acquiring 
and developing the ore. If interpreted in this way, it should insure that once a 
deposit is exhausted, there has been a sufficient return of capita] to find, acquire, 
and develop a new deposit to replace the one exhausted. It seems to us that 
this interpretation is the one most justified when consideration is made of the 
fact that the finding, acquiring, and developing of new deposits is most commonly 
an extremely expensive and hazardous undertaking, often meaning the exploration 
for and examination of many worthless properties before an economic deposit is 
found. In this respect, a depletion allowance, though returning more than actual 
cost of a given property, is a necessary expense incurred in replacing such deposits. 

In many instances in the exhibits there has been no deduction taken for deple- 
tion as there is no net income from which to deduct such allowance. In other 
words, the nature of the depletion allowance is such that a net income must be 
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earned before the depletion allowance is of any benefit to the operator. The fact 
that a loss or deficit is shown and thus there is no depletion allowance does not 
mean that the resource has not been depleted or partially exhausted. Actually, 
a very real depletion expense or additional loss has been incurred. This is 
expressed by the Joss of investment in the mine for expenditures incurred prior 
to production. The latter factors of investment in the mine itself are 


not shown 
in our exhibits. 


EXPLANATION OF CHARTS 


The charts are based upon data derived from the accompanying exhibits, and 
visually indicate the trend of potenti losses or earnings that may be experienced 
under the varying conditions depicted by the exhibits. For example, chart 1 
shows the potential loss of earnings without provision for depletion allowance to 
be experienced in the hypothetical situation where 100 tons of ore are mined and 
milled daily, where the mill recovery is 90 percent and the grade of concentrate 
produced is 35 percent. The companion chart, chart 2 in this instance, shows the 
same situation as above except that the potential loss or earnings are determined 
after provisions are made for depletion allowance. 

In order to add further meaning to the charts, the lines P; and P2 are entered to 
denote the potential profit necessary to encourage an operator to undergo the 
high degree of risks which exist in any mining situation. For this purpose it was 
assumed that a minimum potential return of 25 percent on invested capital is 
necessary to warrant the risks involved. Using the line P,—P, then as a guide, it 
is a simple matter to tell the grade of ore that becomes necessary under low, 
medium, or high-cost conditions in any of the situations depicted in the exhibits 
The graphic presentation further enhances the opportunity for interpolating 
between any of the situations if it seems Semrae. 

The trends depicted may not be in precise agreement with computations which 
might be made for specific grades of ore other than for the grades shown in the 
exhibits. Variations that do occur will be slight. Such variations are the com- 
bined result of the interaction of all the variable factors used in the computations. 


ATTACHMENT 2 
Unitrep States VANADIUM Co 
A DIVISION OF UNION CARBIDE & CARBON CORP. 
Bishop, Calif. 
TUNGSTEN ORE PURCHASING SCHEDULE, JULY 1, 1951 


The United States Vanadium Co. is purchasing at its Pine Creek plant, Bishop, 
Calif., custom ores of scheelite, or scheelite and powellite, which meet with its 
specifications. The company will accept such an ore after it has metallurgically 
tested a representative sample of the ore, and only if the test indicates that the 
ore is amenable to the milling process employed by the company. 

It is the buyer’s policy to make outright purchase of delivered acceptable ores 
on the basis of the net WO; content delivered, f. o. b. the buyer’s plant. No 
deductions, as such, are made; the handling, sampling, treatment charges, 
metallurgical losses, ete., are considered in arriving at the net purchase price 
that is quoted. 

Following are the purchase rates effective as of this date. This schedule is 
subject to change. 


Price per unit WO; contained, net f. 0. b. plant 
WO, content: 
0.60 percent and higher ‘ ; ; Pa ack io $37 
0.40 to 0.599 percent -----_----_---- cee : aoe 36 
0.350 to 0.399 pereent, inclusive oa nae 28 
0.30 to 0.349 percent, inclusive - = ‘ 20 


For delivered materials which contain less than 0.30 percent WO, there will be 
no payment, Any such materials, unless otherwise agreed to by the buyer, will 
become the property of the buyer as liquidated damages for the buyer’s expense 
of weighing, sampling, and assaying, and after sampling may be plac ed in process, 
commingled, or otherwise disposed of by the buyer. 
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For lump ore it is required that the largest particle size be not over 14 inches. 
Lots as small as one truckload will be accepted; however, small lots will be stock- 
piled until a total of 100 or more tons have been received from any one shipper. 
After 100 or more tons have been received the total amount will be crushed and 
sampled at the buyer’s earliest convenience. It is preferred that delivery be made 
in dump senaisthe: plant is not on a railroad. Payments are made on the 
buyer’s sample, weights, moisture determinations, and assays. A sample pulp 
is given the shipper and two pulps are retained for possible umpire assay. The 
buyer prefers that the shipper be present when the sample is taken. Before any 
ore is shipped to the buyer’s plant it is required that the shipper furnish the buyer 
with an affidavit of ownership. 

Potential shippers are requested to proceed as follows: Supply the buyer with 
a 100-pound representative sample of the ore to be shipped, the name and mailing 
address of the individual or firm to whom payment would be made, an affidavit 
of ownership, and an estimate of the monthly tonnage that might be expected. 
It is further requested that a signed copy of this schedule be returned to the buyer 
as verification of the shipper’s understanding of the terms contained herein. After 
receipt of the sample the buyer will assay it and furnish the shipper with the result. 
If the assay is 0.40 percent WO, or better the buyer will proceed with metallurgical 
testing. It is to be understood that the buyer is responsible only for the assaying 
procedure, and the assay result is not to be construed as being indicative of the 
grade of ore in the shipper’s mine. 

Haroutp L. McKIN_Ley, 
General Superintendent. 





UNITED StaTeEs VANADIUM Co. 
A DIVISION OF UNION CARBIDE & CARBON CORP. 
Bishop, Calif. 
Low-GRaDE CONCENTRATE PURCHASING SCHEDULE, AuGusT 1, 1951 


Prices payable for low-grade scheelite concentrates amenable to processing in 
our Pine Creek chemical plant delivered to and accepted by us are as follows: 


Price per unit of WO ; contained 
WO; content: 


BO to 9.90 perepnt... .. .......... RE ED A RC et Se ae Ds $37 
1 G0 SOw ORORIE. 5 og no oe oeedce nn eal cs Yaa haha A tarde 38 
IE EN I a cs wd a sas hap innes<vieronin an 40 


Premiums or penalties applicable to any concentrates, middlings, or separator 
rejects not fallingin any onecf the above classifications or those containing impurities 
which are not removable in normal processing in said Pine Creek plant will be 
determined upon submission of representative samples. 

All prices are based on delivery of tungsten ores and concentrates at buyer's 
plant, Pine Creek, near Bishop, Calif. 

The price schedule is subject to change without advance notice. 


Harotp L. McKINLey, 
General Superintendent 


Proposed tungsten ore purchase schedule:! Price per unit of WOs, f. o. b. depot 


Assay :? Assay ?—Continued 

Lees than 0.20. ....._...- (?) 0.71 to 0.80, inclusive ___- $37. 00 
0.20 to 0.25, inclusive _ ____ $25. 50 0.81 to 0.90, inclusive_-____ 37. 50 
0.26 to 0.30, inclusive__-_-__ 22. 50 0.91 to 1 inclusive_______- 38. 00 
0.31 to 0.35, inclusive_._._._._ 30. 50 1.01 to 1.50, inclusive_--__ 39. 00 
0.36 to 0.40, inclusive___-_- 32. 00 1.51 to 2, inclusive_._...... 40.00 
0.41 to 0.45, inclusive____- 33. 50 2.01 to 2.50, inclusive__- - __- 40. 50 
0.46 to 0.50, inclusive._._.._ 34. 50 2.51 to 5, inclusive___.___- 41. 00 
0.51 to 0.60, inclusive_____ 35. 50 5.01 to 25, inclusive- - _ --- 46. 00 
0.61 to 0.70, inclusive____- 36. 50 25.01 to 59.99, inclusive... (*) 


ex Information supplied by the Mineral Engineering Co. and the Domestic Manganese & Development 
* Percent WO; in ore or concentrate. 


5 No payment. 
¢ Price depends on character and impurities for each individual case. 
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APPENDIX | 


UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 11, 1952. 
Hon. Rospert R. Roses, Jr., 
Assistant Secretary for Mineral Resources, 
Department of the Interior, 
Washington, D. C. 


DeaR Mr. Rose: Before a Washington continuation of the Butte hearings on 
the defense minerals program is held, I should like to have the answers to the 
following questions for the record. I have found that laying such a ground work 
simplifies the questioning and saves a great deal of the Senate and agency time. 
Please use March 31, 1952, as the cut-off date. 

1. (a) How many applications for exploration contracts have been received 
to date? 

(b) How many have been rejected? 

(c) How many have been approved? 

(d) How many are in process? 

2. (a) How many contracts of those approved are in actual operation? Give 
the distribution by States. 

(6) How fnany are held up by the weather? 

(c) How many are held up because matching funds proved not to be available? 

3. (a) How many contracts have been completed? 

(6) How many completed contracts have been certified as to discovery? 

(c) How many completed contracts have led to production without further 
Government aid? 

(d) How many of the total active projects which have not been completed have 
already discovered ore? 

(e) How many of the above number are already producing ore from the explora- 
tion project or are expected to produce ore, although they have not, as yet, been 
certified as a discovery? 

(f) How many of the total number of approved projects, which have not been 
completed, would you estimate would not require additional Government aid in 
order to commence production provided a discovery is made? 

(g) Referring to (f) above, how many projects would require additional Gov- 
ernment aid in order to commence production provided a discovery is made? 

4. (a) How many exploration contracts have led to applications for DMPA 
production-expansion projects? 

(6) Do you know if any of these have been approved? 

5. Since November 1, 1951, what is the average time— 

(a) From filing date to ordering field team examination? 

(6) For making the field examination and getting the report back to Wash- 
ington? 

(c) From the receipt of the report from the field to the Legal Division to draw 
the contract? 

(d) Required to draw a contract? 

(e) Total average time per contract? 

6. (a) In dollars, what is the smallest contract? 

(b) The largest contract? 

(c) The average dollar value of all contracts made to date and the average 
amount of Government participation? 

(d) What is the total amount in dollars approved to date? 

(e) What is the total amount in dollars disbursed to date? 

7. Explain the difference between Order MO-5 and DMEA-1. 

8. Explain DMEA policy with regard to an application where— 

(a) Ore is known to be present but DMPA will not grant a production loan 
because the ore is not accessible due to the mine being under water or caved? 

(b) Ore is known to be present but extensive development work rather than 
exploration work within the meaning of DMEA-1 is required to block it out and 
sample it so that it will be “positive’’ and so support a production loan? 

(c) Where a blanket or sheet deposit is not involved but where DMEA diamond 
drilling, trenching, etc., indicate a substantial vein of ore ready to be developed 
and little if any ore is blocked out, to what agency may the operator apply for 
funds to get into production? 
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9. How many employees has DMEA and in what categories—supervisory, 
engineering, clerical, auditors, stenographic, ete.— 

(a) In Washington? 

(b) Out of Washington? 

10. (a2) How many man-hours of time has USGS and the Bureau of Mines 
charged against the DMEA program since November 1, 1951? 

(6) Cost of this service in dollars over the same period. 

Please let me have this information at your earliest convenience. 

Sincerely yours, 
James Ek. Murray. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., May 27, 1942. 
Hon. James E. Murray, 
United States Senate, Washington 25, D. C. 


My Dear Senator Murray: I am pleased to transmit herewith the answers to 
the list of questions contained in your letter dated April 11, 1952, which concerns 
the operations of the Defense Minerals Exploration Administration. Many of 
your questions are for the purpose of appraising the progress made under DMEA, 
and some of these relate to the 5-month period beginning November ], 1951, and 
ending March 31, 1952. 

It was not until we undertook a critical review of our progress during those 
5 months that we realized the great amount of time which was devoted to abnormal 
problems of a nonrecurring nature. Any report of our progress and the time 
required to process new applications would not give the Administration due credit 
without a brief explanation of the other events which took place during the period 
under review. I, therefore, will take the liberty of first reviewing briefly the 
reorganization of the Exploration Administration and adding explanatory remarks 
to the answers to some of your questions where I feel such remarks will add clari- 
fication and give you a better knowledge of our trend toward improvement than 
would be possible if we only reported with answers based on statistics and average 
figures. 

As you will recall, it was not until October 26, 1951, that the Defense Materials 
Procurement Agency delegated to the Secretary of the Interior the authority to 
encourage domestic exploration and related development of critical and strategic 
minerals and metals. Two days later the Bureau of the Budget agreed to the 
transfer of the major part of the personnel of the Defense Minerals Administration 
to the Defense Materials Procurement Agency. Only 9 of the 36 engineers on the 
rolls of the DMA remained in the Department of the Interior. The Production 
Expansion Division of DMA, which consisted of only seven engineers, remained 
intact in the Department to undertake the responsibilities for the administration 
of the exploration phase of the Defense Production Act. 

Immediately following the action by the Bureau of the Budget on October 28, 
1951, all branches of the DMA organization were retarded in their work accomp- 
lishments, since it became necessary to make a complete segregation of all dockets 
covering the various types of assistance available under the Defense Production 
Act. The order of the day at that time was for each employee to complete the 
cases under his individual consideration and postpone the investigation of new 
applications until the two new agencies, DMEA and DMPA, were separated and 
their respective operations unitized within their own organizational framework. 
It was not until November 16 that the 85 former DMA employees physically 
moved to the DMPA, and immediately thereafter all of the files of the Supply 
Division pertaining to exploration were transferred to the DMEA. 

During the latter part of the month of November an organizational chart was 
agreed upon which provided for four main commodity divisions which would be 
responsible for the processing of applications formerly handled by seven distinct 
branches in the Supply Division of DMA. With the limited technical personnel 
available, we were only able to appoint an acting administrator, an acting deputy 
administrator, and acting chiefs of the four commodity divisions, with only one 
assistant for each division chief. 

It required the entire month of December to effect a general housecleaning of 
the files which had been transferred and it was not until the first week in January 
that the DMEA divisions had a clear understanding of the workload which they 
had inherited. Our records show that 509 exploration applications were pending 
as of November 1, 1951, that each and every pending application was reviewed 
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by our skeletal organization by early January, and that the necessary action 
leading to the finalization of all of these 509 cases was accomplished. 

Under these circumstances, wherein priority was given to the pending applica- 
tions, many of which had been on file for a period of months, it may be readily 
seen that a progress report based on the various elements of time required to 
complete new applications received subsequently to November 1, would not 
give a true accounting of the achievements of the Administration. During the 
first 5 months of the existence of the DMEA very substantial improvements 
toward facilitating the administration of the program were made. 

The effect of the various policy and procedural changes which were made in 
light of the experience we had gained is reflected in the marked improvement in 
time required to process applications. Since November 30, when the first circular 
instruction was issued under the new organization, announcing staff designations 
and certain broad delegated authorities to division chiefs, 21 circular instructions 
have been issued to the Washington office and the regional field teams, which 
were designed to streamline and achieve uniformity of administration between 
the 8 regional districts and Washington. 

Some of the other accomplishments have been issuance of DMEA Order No. 1, 
to replace the former DMA Order MO-5; the substitution of two new contract 
forms to take the place of the former contract form M F-—200; a new and simplified 
applic ation form containing only seven questions, with appropriate subdivisions, 
which has now replaced the two forms, MF-100 and MF-103, previously require d 
for the filing of an exploration application. Ac ditional refinements are under 
constant ee: and all necessary steps are being taken to eliminate 
bottlenecks and administrative confusion as quickly as such problems are detected. 
A Contract Administration and Audit Division was created during January for 
the purpose of establishing adequate control systems and standardizing accounting 
and reporting procedures. Two auditors staffed with this Division are already 
assigned to the field offices to relieve the technical personnel of duties of an audit 
nature and to allow more time for mine-examination work. 

I trust that the above remarks and the attached information are adequate to 
satisfy vour inquiry. If not, we shall be glad to furnish additional information 
upon your request. 

Sincerely yours, 
Rospert R. Rose, Jr., 
Assistant Secretary. 
Enclosures—two. 


DEFENSE MINERALS EXPLORATION ADMINISTRATION, WASHINGTON, D. C., 


ReporRT ON EXPLORATION ASSISTANCE APPLICATIONS AS OF Marcu 31, 1952 For 
THE WASHINGTON CONTINUATION OF THE Butrs HEARINGS ON THE DEFENSE 
MINERALS EXPLORATION PROGRAM 


Question. (a2) How many applications for exploration contracts have been 
received to date? 
Answer. 1,267. 
Question. (6) How many have been rejected? 
Answer. 478. 
Question. (c) How many have been approved? 


Answer: 
I CON sonnei nnwe nn an eos bteswunele << wher shape 28: 
Less those not signed by the ope OI Ok oe aaa ok cape 37 
NR ih aE es ered & een 246 
Less those canceled and terminated_____._.________--- a er ea as 30 
RARE TONGS Bes ier lin i cae nc «so Tre seeder Sade elie 216 
Question. (d) How many are in process? 
Answer. 408. 
Summary: 
a a a i i se wth abies id 478 
I aire leet nn oA Rl Rae en eee eee 246 
I 0 i Na he i a i a ale knee al 135 
Te an 1 hai els een else eh SL og e~ kar «en eee anne 408 
I a ea a 8 ase ahd Setter es ann 1, 267 
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2. Question. (2) How many contracts of those approved are in actual opera- 
tion? Give the distribution by States. 

Question. (6) How many are held up by the weather? 

Question. (c) How many are held up because matching funds proved not to be 
available? 

Answer. When we requested various regional offices to furnish the answers to 
your question 2 (a), we unfortunately did not request them to segregate the active 
projects on a State basis, since it was our impression that you desired a State dis- 
tribution only of the approved contracts. The following tabulation, therefore, 
answers your questions under 2 on a regional basis, but is supplemented with a 
tabulation showing all contracts approved to date distributed according to States. 
Should you desire that the figures which are given in the tabulation according to 
regions be actually broken down to the States within those regions, it will be neces- 
sary to request the field offices for the additional breakdown. 
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I Ps iia igen a eet ok 5.2m 0 | 3 | 0 | 0 | 3 
II cane eae ee 38 | 28 | 1 | 7 74 
Il pn reftenaniainn Seemiee ronan al 7 | 3 | 0 | 3 23 
IV , ze 40 | 11 | 1 | 10 62 
_ EI in pore ae St ade 13 | 1 | 0 | 9 23 
VI Sant eee cate a tT 5 | 0 | 0 | 2 7 
Vil a eae oa hitmuneeie 14 | 3 | 0 | 3 | 20 
VIII cone 3 | 1 0 0 4 

a a a rede 130 | 50 | 2 | 34 | 216 

















! The field teams report that projects have been held up for a variety of reasons, e. g., inability of the oper- 
ator to secure equipment or drilling contract, illness of the operator, dissolution of partnership, etc. We also 
have reason to believe that work on some of these 34 projects was completed prior to Mar. 31, 1952. but final 
reports had not been received on this date and the contracts were not formally terminated. 











3. Question. (a) How many contracts have been completed? 
Answer. A total of 19 contracts have been formally terminated. This figure 
includes projects which were brought to completion and those which were termi- 
nated prior to completion. 

Question. (6) How many completed contracts have been certified as to dis- 
covery? 

Answer. Three—one each of tungsten, mica, and manganese. 

Question. (c) How many completed contracts have led to production without 
further Government aid? 

Answer. None. 

Question. (d) How many of the total active projects which have not been 
completed, have already shipped ore? 

Answer. At least five. 

Question. (e) How many of the above number are already producing ore from 
the exploration project or are expected to produce ore, although they have not, 
as yet, been certified as a discovery? 

Answer. Approximately 35 of the 130 contracts in actual operation are already 
producing ore or are expected to produce ore. 

Question. (f) How many of the total number of approved projects, which have 
not been completed, would you estimate would not require additional Government 
aid in order to commence production provided a discovery is made? 

Answer. Approximately 85. 

Question. (g) Referring to (f) above, how many projects would require addi- 
tional Government aid in order to commence production provided a discovery is 
made? 

Answer. Approximately 95. 

4. Question. (2) How many exploration contracts have led to applications for 
DMPA production-expansion projects? 

Answer. We know of three. In all likelihood there have been a number of 
other applications filed with DMPA. However, we do not know whether the 





































filing o 
tracts | 
Que: 
Ans’ 
5. Q 
filing ¢ 
Ans\ 
field ex 
has be 
during 
to 10 ¢ 
(b) 
ington 
Ans’ 
31, 19 
imply 
contra 
to the 
numbe 
1, are 
these | 
(c) 
the co 
Ans 
the fie 
the co 
Surve’ 
averas 
and \ 
not in 
actual 
by de 
period 
Our re 
an ap 
requir 
(d) 
Ans 
which 
Marc! 
figure 
the co 
A tot: 
(100 1 
(e) 
Ans 
after 
which 
Wash 
group 
passe 
comn 
Ou 
cases 
6. 
An 
contr 
Qu 
An 
share 
Qu 
the a 


DEFENSE MINERALS POLICY 183 


filing of these applications with DMPA preceded or followed the approval of con- 
tracts by DMEA. 

Question. (b) Do you know if any of these have been approved? 

Answer. One. 

5. Question. Since November 1, 1951, what is the average time (a) From 
filing date to ordering field team examination? 

Answer. An average of 25 working days, based on a total of 101 requests for 
field examinations, of the 252 new applications received during the period. There 
has been a marked trend of improvement, and a large number of applications 
during the month of March were referred to the field within a period of a week 
to 10 days after they were received in Washington. 

(b) For making the field examination and getting the report back to Wash- 
ington? 

Answer. An average of 16 days, based on 27 field reports received as of March 
31, 1952, as a result of our 101 referrals made during the period. This does not 
imply that only 27 field reports were received during the 5 months for, on the 
contrary, a total of 170 reports were received, 143 of which were on cases referred 
to the field prior to November 1, 1951. An examination shows that a large 
number of the 101 cases referred to the field, which were received after November 
1, are being held up due to severe winter conditions. It is a fact that some of 
these properties will not be accessible for examination until the month of June. 

(c) From the receipt of the report from the field to the Legal Division to draw 
the contract? 

Answer. An average of 28 working days was required between the date that 
the field team report was received and the time the application was reviewed by 
the commodity branches of the Bureau of Mines and the United States Geological 
Survey and the contract drafted to present to the Legal Division. The 28-day 
average is based on nine applications which were received between November 1 
and March 31 and for which exploration contracts were approved. This does 
not imply that only 9 of the 252 applications received during the period were 
actually finalized. Our records show that an additional 43 cases were finalized 
by denials or withdrawals, and that 212 of the 252 cases received during the 
period were already in the second stage of investigation as of March 31, 1952. 
Our records further disclose that a very large part of the time required to process 
an application after the field report has been received is due to the necessity of 
requiring additional information from the applicant. 

(d) Required to draw a contract? 

Answer. An average of six working days was required, based on 14 contracts 
which were drawn on applications received between November 1, 1951, and 
March 31, 1952. The apparent discrepancy between the figure ‘‘14’’ and the 
figure ‘‘9’’ given in the preceding answer is accounted for by the fact that five of 
the contracts drawn were not referred to the field during the period under review. 
A total of 100 contracts were drafted during the 5-month period, but 86 of these 
(100 minus 14) were for applications received prior to November 1, 1951. 

(e) Total average time per contract? 

Answer. An average of 41 working days was required on those cases received 
after November 1 and drafted into contract form prior to March 31, 1952, and 
which followed a normal pattern of being first given a preliminary review in 
Washington; second, referred to the field; third, reviewed by the commodity 
groups in Washington; fourth, analyzed and drafted into contract form; fifth, 
passed through the Legal Division; and sixth, acted upon by the operating 
committee. 

Our records reveal that there is very little difference in processing time in the 
cases which lead to denial, withdrawal, or approval. 

6. Question. (a) In dollars, what is the smallest contract? 

Answer. $600 contract value, of which the Government share is $300; $500 
contract value, of which the Government share is $450. 

Question. (b) The largest contract? 

Answer. $581,843 contract value, of which $290,921.50 is the Government 
share. 

Question. (c) The average dollar value of all contracts made to date and 
the average amount of the Government participation? 

Answer. $53,758 contract value on executed contracts and $31,792 Government 
share on executed contracts. 

Question. (d) What is the total amount in dollars approved to date? 

Answer. $13,224,403 contract value on executed contracts and $7,820,918 
Government share on executed contracts. 
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Question. (e) What is the total amount in dollars disbursed to date? 

Answer. $1,712,259.57 on vouchers paid. 

7. Question. Explain the differences between Order MO-5 and DMEA-1? 

Answer. The DMEA order follows closely the original DMA Mineral Order 5, 
but makes a few revisions. 

It adds rutile and brookite to the list of minerals for which financial assistance 
will be advanced. The Government will contribute 75 percent of the total cost 
of an exploration project for these two minerals. 

The new order also provides that where two or more of the minerals listed for 
Government financial assistance are the subject of proposed exploration, the 
allowable percentage of Government contribution specified for the minerals 
shall be apportioned between them. Under the old order no provision was 
spelled out as to apportioning the allowable percentages among the minerals 
involved. 

Under the former order, MO-—-5, the Government would not make a certi- 
fication of discovery until the completion of the exploration project or the termi- 
nation of the contract. This was found to be inconvenient in that a discovery 
which was sure to be certified was frequently made before the completion of the 
project. The revised order permits certification as soon as the discovery is 
made. The new order is particularly designed to support the new contract forms 
MF-200 and MF-200A (short form contract). 

8. Question. Explain DMEA policy with regard to an application where, 

(a) Ore is known to be present but DMPA will not grant a production loan 
because the ore is not accessible due to the mine being under water or caved? 

Answer. DMEA policy is that the application would not be eligible for aid 
under DMEA Order No. 1, unless the proposed project was essentially of an 
exploratory nature, having a reasonable probability of discovering new ore 
deposits or delineating substantial additions to present ore reserves. DMEA 
has approved projects which involve dewatering or rehabilitation of a mine where 
such preparatory work was necessary to carry out the approved exploration 
project. As arule, contracts covering projects of this type are cast in one or more 
phases, such as: first, dewatering or rehabilitation; second phase, mapping and 
sampling; and the next phase, covering new underground exploration. In all such 
cases a definite exploration target must be agreed upon before the contract is 
approved. 

(b) Ore is known to be present but extensive development work rather than 
exploration work within the meaning of DMEA~1 is required to block it out and 
sample it so that it will be ‘positive’ and so support a production loan? 

Answer. DMEA generally does not approve applications for this type of assist- 
ance. However, some of the contracts executed do provide for a certain amount 
of development work to reasonably delineate and sample ore, As in the case of 
the previous question, such approved work has been incidental to the undertaking 
of a definite project which is designed primarily to search for unknown or 
undeveloped sources of ore. 

(c) Where a blanket or sheet deposit is not involved, but where DMEA diamond 
drilling, trenching, etc., indicate a substantial vein of ore ready to be developed 
and little, if any, ore is blocked out, to what agency may the operator apply for 
funds to get into production? 

Answer. If the applicant requires assistance to get into production and his 
needs are primarily for working capital and facilities and equipment ordinarily 
required for production purposes, he should then apply to the DMPA for a produc- 
tion loan. However, if the applicant desires to do additional drilling, or other 
work, in order to prove extensions of his indicated ore reserves, he should apply 
to DMEA. 

9. Question. How many employees has DMEA and in what categories 
supervisory, engineering, clerical, auditors, stenographic, etc. 

(a) In Washington? 
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Answer: 
Title 

Acting Administrator 
Acting Deputy Administrator_-__-_. 
Information officer 
Chief Counsel___-. 
Chiefs of divisions (mining engineers) 
Chief of Division (Contract Administration and Audit) 
i a a a ee 
Mining engineers 
a RN en  wanewmee 
Administrative officer 
Business economist 


Supervisor, Mails and Files Branch 

Supervisor, Records Branch 

a cc ee a dies a ig eae cea eee 
Stenographers 

al a in wines ne 


| — 
| ft mt et tt et et et et OND et et et 


Total_ 


(b) Out of Washington? 

Answer. One attorney (field, WAE, Denver office), one auditor. 

10. Question. (a) How many man-hours of time has USGS and the Bureau of 
Mines charged against the DMEA program since November 1, 1951? 

Answer: 


on 
_ 


Man-hours 


32, 800 


88, 680 
(b) Cost of this service in dollars over the same period? 
Answer: 
Cost of salaries: 
U. S. Bureau of Mines : <= $174, 625 
98, 700 


273, 325 


Other costs, travel, per diem, supplies, communications, printing, re- 
production, ete.: 


42, 300 


96, 434 


DMEA Order-1 
Unirep States DEPARTMENT OF THE INTERIOR 
DEFENSE MINERALS EXPLORATION ADMINISTRATION 
TITLE 32A—NATIONAL DEFENSE, APPENDIX 


CuapreR XII—Derense MINERALS EXPLORATION ADMINISTRATION, 
DEPARTMENT OF THE INTERIOR 


(DMEA Order-1] 
GOVERNMENT Alp IN DEFENSE EXPLORATION PROJECTS 


This order is found to be necessary and appropriate to carry out the provisions 
of the Defense Production Act of 1950, as amended, with reference to the 
encouragement of exploration, development, and mining of critical and strategic 
minerals and metals pursuant to section 303 (a) of the act. It supersedes Mineral 
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Order 5 of the former Defense Minerals Administration. In the formulation of 
this order there has been consultation with industry representatives, including 
trade association representatives, and consideration has been given to their 
recommendations. 


EXPLANATORY PROVISIONS 
Sec. 
1. What this order does. 
. Definitions. 
APPLICATIONS 


. Scope of application. 
. Action on applications. 
6. Criteria. 


2. 
3. Form and filing. 
4 
5 


EXPLORATION PROJECT CONTRACTS 


7. Ratio of contributions. 

8. Operator’s property rights. 

9. Allowable costs. 

10. Repayment by operator. 

11. Title to and disposition of property. 


AvuTHORITY: Sections 1 to 11 issued under sec. 704, 64 Stat. 816, Pub. Law 96, 82d Cong.; 50 U. S. C. 
App. Sup. 2154. Interpret or apply sec. 303, 64 Stat. 801, Pub. Law, 96, 82d Cong.; 50 U.S. C. App. 
Sup. 2093, E. O. 10161, Sept. 9, 1950, 15 F. R. 6105; 3 CFR, 1950 Supp. E. O. 10281, Aug. 28, 1951, 16 F. R. 8789 


EXPLANATORY PROVISIONS 


Section 1. What this order does. This order sets forth procedures and regula- 
tions for obtaining Government aid in financing the cost of projects for exploration 
for unknown or undeveloped sources of strategic or critical metals and minerals. 

Sec. 2. Definitions. As used in this order: 

(a) “Exploration project’? means the search for unknown or undeveloped 
sources of strategic or critical metals or minerals within a specified area or parcel 
of ground in the United States, its territories or possessions, whether conducted 
from the surface or underground, including recognized and sound procedures for 
obtaining pertinent geological, geophysical, and geochemical information. The 
work shall not go beyond a reasonable delineation and sampling of the ore, and 
shall not include work prosecuted primarily for mining or preparation for mining. 

(b) “Operator”? means a person, firm, partnership, corporation, association, or 
other legal entity by whom or for whose account and interest an exploration project 
is to be carried out. 

(c) ‘‘Administrator’’ means the Administrator of Defense Minerals Exploration 
Administration, or his representative authorized in writing. 

(d) “Government”? means the United States of America. 


APPLICATION 


Sec. 3. Form and filing. An application for aid in any specified exploration 
project must be in quadruplicate on forms which may be obtained from and filed 
with either: 
~ The Defense Minerals Exploration Administration, Department of the Interior, Washington 25, D. C, 


or the nearest Defense Minerals Exploration Administration field executive officer 
as indicated by the following addresses: 


Region 


I 
II 


Area served 


| Alaska 


Washington, Oregon, Idaho, and Montana 


| California and Nevada 


Arizona, New Mexico, Colorado, Utah, and 
W yoming. 


| North Dakota, South Dakota, Nebraska, 


Minnesota, Iowa, Wisconsin, and Mich- | 


_igan. 


Kansas, Louisiana, Oklahoma, Texas, 


Arkansas, and Missouri. 


| Tennessee, North Carolina, South Carolina, 


120 


Georgia, Florida, Alabama, and Missis- 
sippi. 

Illinois, Indiana, Ohio, Kentucky, Virginia, 
West Virginia, Maryland, Massachusetts, 
New York, Vermont, Maine, New Hamp- 
shire, Connecticut, Rhode Island, New 
Jersey, Delaware, and Pennsylvania. 


Address 


| Bureau of Mines, P. O. Box 2990, Juneau, 


Alaska. 


South 157 Howard Street, Spokane, 8, Wash- 


ington. 

1012 Flood Building, 870 Market Street, San 
Francisco 2, California. 

Bureau of Mines, 224 New Customhouse 
Building, Denver 2, Colorado. 

2908 Colfax Avenue, South Minneapolis 8, 
Minnesota. 


221 West Third Street, Joplin, Missouri 


Room 13, Post Office Building, Knoxville 01, 
Tennessee. 


Bureau of Mines, Eastern Experiment Sta- 
tion, College Park, Maryland. 
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Src. 4. Scope of application. Each application shall relate to and fully describe 
a single exploration project, which shall be justified by detailed substantiating 
data as called for by the application form. ‘The Administrator may require the 
filing of additional information, reports, maps, or charts, and exhibits, in connec- 
tion with the application, and may make such physical examination of the project 
as he deems necessary. 

Sec. 5. Action on applications. If the application is approved, the Govern- 
ment, acting through the Administrator, will enter into an exploration project 
contract with the applicant upon such terms and conditions as are set forth in the 
contract form which the Administrator will supply. Exploration projects the 
estimated time for the performance of which is more than two years will be 
approved only if justified, in the opinion of the Administrator, by special circum- 
stances. 

Sec. 6. Criteria. The following factors will be considered and weighed in 
passing upon applications: 

(a) The strategic importance of the mineral involved. 

(b) The geologic probability of making a significant discovery. 

(c) The availability of manpower, materials, supplies, equipment, water, and 
power. 

(d) The accessibility of the project. 

(e) The operating experience and background of the applicant 


EXPLORATION PROJECT CONTRACTS 


Sec. 7. Ratio of contributions. The Government, upon the terms specified in 
the contract, will contribute a percentage of the total cost of a project, depending 
upon the mineral or minerals which are the subject of exploration, as follows: 

(a) In the case of chromium, copper, fluorspar, crucible flake graphite, iron ore, 
lead, molybdenum, sulfur, catalytic grade halloysite, bauxite, zinc, and cadmium- 
50 percent. 

(b) In the case of antimony, Manganese, mercury, tungsten, rutile, and brook- 
ite—75 percent. 

(c) In the case of chrysotile and amosite asbestos, beryl, cobalt, columbium- 
tantalum, corundum, ervolite, industrial diamonds, strategic kvanite, strategic 
mica; Monazite, uranium, and rare-earth ores; nickel, platinum-group metals, 
piezo-electric quartz crystals, block steatite tale, and tin—90 percent 

(d) In the event that two or more of the minerals named in this section are the 
subject of the proposed exploration, the allowable percentage shall be apportioned 
between them. 

Sec. 8. Operator’s property rights. The Operator must have, preserve, and 
maintain a sufficient interest in the land, as owner, lessee, or otherwise, for the 
purposes of the exploration project contract. The Operator shall devote the 
land and all existing improvements, facilities, buildings, installations, and appur- 
tenances to the purposes of the exploration project without any allowance for the 
use, rental value, depreciation, depletion, or other cost of acquiring, owning, or 
holding possession thereof. 

Sec. 9. Allowable costs. (a) The Government, to the extent provided in the 
exploration project contract, will contribute to the necessary, reasonable, direct 
costs of performing the exploration work, including the costs of labor, supervision, 
and consultants; workmen’s compensation and employers’ liability insurance and 
payroll and sales taxes; operating materials and supplies; operating equipment to 
be rented or purchased, or which is owned and will be furnished by the Operator; 
necessary rehabilitation or repairs of existing buildings, installations, fixtures, and 
movable operating equipment owned by the Operator and devoted to the purposes 
of the exploration project contract; necessary buildings, fixed improvements, or 
installations to be purchased, installed, or constructed for the purposes of the 
exploration work; repairs to and maintenance of operating equipment in the course 
of operations; analytical work; accounting; amounts paid by the Operator to 
independent contractors; costs estimated and agreed upon by the Operator and 
the Resemenent in terms of units of work performed (per foot of drifting, per foot 
of drilling, ete.); and such other necessary, reasonable, direct costs as may be 
approved by the Government in the course of the work. 

(b) No items of general overhead, corporate management, interest, taxes (other 
than payroll and sales taxes), or any other indirect costs, or work performed or 
costs incurred before the date of the contract, shall be allowed as costs of the 
project in which the Government will participate. 
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Sec. 10. Repayment by operator. (a) If, at any time, the Government con- 
siders that a discovery or a development from which production may be made has 
resulted from the exploration work, the Government, at any time not later than 
six months after the Operator has rendered any final report and final account, 
may so certify in writing to the Operator. The certification shall describe broadly 
or indicate the nature of the discovery or development. In the event of such 
certification, any minerals mined or produced from the land which is the subject 
of the exploration project contract within ten years from the date of the con- 
tract, including any mined or produced before the certification, shall be subject 
to a percentage royalty which the Operator or his successor in interest shall pay 
to the Government, upon the net smelter returns, the net concentrator returns, or 
other net amounts realized from the sale or other disposition of any such produc- 
tion, in whatever form disposed of, including ore, concentrates, or metal, until 
the total amount contributed by the Government, without interest, is fully 
repaid, or said ten years have elapsed, whichever occurs first, as follows: 

(1) One and one-half (144) percent of any such net amounts not in excess of 
eight dollars ($8.00) per ton. 

(2) One and one-half (14%) percent of any such net amounts, plus one-half 
(44) percent of such net amounts for each additional full fifty cents ($0.50) by 
which such net amounts exceed eight dollars ($8.00) per ton, but not in excess 
of five (5) percent of such net amounts. 


(For instance: the percentage royalty on a net amount of five dollars ($5.09) per ton, would be one and 
one-half (114) percent; on a net amount of ten dollars ($10.00) per ton, three and one-half (314) percent.) 


(b) As here used, “net smelter returns,” “net concentrator returns,” and 
“other net amounts realized from the sale or other disposition,’’ mean gross 
revenue from sales; or if not sold, the market value of the material after it is 
mined in the form in which and the place where it is held. In the case of inte- 
grated operations in which the material is not disposed of as such, these terms 
mean what is or would be gross income from mining operations for percentage 
depletion purposes in income tax determination. 

(c) To secure the payment of its percentage royalty, the exploration project 
contract shall provide for a lien upon the land or the Operator’s interest in the 
land which is the subject of the contract and upon any production of minerals 
therefrom, and personal liability of the Operator if he fails to preserve the lien, 
until the royalty claim is extinguished by lapse of time or is fully paid, or is 
otherwise satisfied or extinguished as provided in the contract. 

(d) This section is not to be construed as imposing any obligation on the 
Operator or the Operator’s successor in interest to engage in any mining or produc- 
tion operations. 

Sec. 11. Title to and disposition of property. All facilities, buildings, fixtures, 
equipment, or other items costing more than $50.00 each, paid for or purchased 
with funds contributed jointly by the Operator and the Government, although 
title may be taken in the name of the Operator, shall belong to the Operator and 
the Government jointly, in proportion to their respective contributions, and the 
exploration project contract shall make suitable provisions for their disposal for 
the joint account of the Operator and the Government. 

Dated: March 7, 1952. 


C. O. Mirrenporr, 
Acting Administrator, Defense Minerals Frploration Administration. 
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MF -103 
Revised April 1952 


UniTep STaTeES DEPARTMENT OF THE INTERIOR 
DEFENSE MINERALS EXPLORATION ADMINISTRATION 


APPLICATION 
EXPLORATI 
PURSUANT TO 
UNDER THE 
PRODUCTION AC 
AS AMENDED 


INSTRUCTIONS 


1. Name of applicant.—(a) State here your full legal name, in the form in which 
vou will wish to contract, and your mailing address: 


b) If other than an individual, add to your name above whether a corporation 


partnership, etc., and the name of the State in which incorporated or otherwise 
organized 

c) If a corporation, add to above statement, titles, names and addresses of 
officers 

d) If a partnership, add to the above statement the names and addresses of 
all partners. 

2. General.—Read DMEA Order 1, ‘‘Government Aid in Defense Exploration 
Projects,’ before completing this application. Submit this application and all 
accompanying papers in quadruplicate (four copies), with your name and address 
on each sheet of the application and on all accompanying papers. Where sufficient 
space is not provided on the form for all required information, state it on an 
accompanying paper, with a reference in each case to the instruction to which it 
refers by number. Comply with all applicable instructions; or, if not applicable, 
so state. File the application with Defense Minerals Exploration Administration, 
Department of the Interior, Washington 25, D. C., or with the nearest field execu- 
tive officer thereof. 

a Applicant 8 prope rly righ ts. (a State the legal descriptior of the land upon 
which you wish to explore, including all land which you possess or control that 
may be benefited by the exploration, and excluding any land or interest in land 
which is not to be included in the exploration project contract 


(b) State any mine name by which the property is known. 
(c) State your interest in the land, whether owner, lessee, purchaser under 
contract, or otherwise 


(d) If you are not the owner, submit with this application a copy of the lease, 
contract, or other document under which you control the property. 
(e) If you own the land, describe any liens or encumbrances on it 


(f) If the land consists of unpatented claims, add to the description above, the 
book and page numbers for each recorded location notice. 

1. Physical description.—(a) Deseribe in detail any mining or exploration 
yperations which have been or now are being conducted upon the land, including 
existing mine workings and production facilities. State your interest, if any, in 
such operations. Also describe accessibility of mine workings for examination 
purposes. 

(b) State past and current production, and ore reserves, if any, giving quantities 
and grades. 

(c) Describe the geologic features of the property, including mineralization, 
type of deposit (vein, bedded, ete.), and your reasons for wishing to explore. 
[llustrate with maps or sketches. Send with vour application (but not necessarily 
as a part of it) any geologic or engineering report, assay maps, or other technologic 
information you may have, indicating on each whether you require its return to 
you, 

(d) State the facts with respect to the accessibility of the project: Access roads, 
distances to shipping, supply and residence points 

(e) State the availability of manpower, materials, supplies, equipment, water, 
and power. 


23599—52——_13 
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5. The exploration project.—(a) State the mineral or minerals for which you 
wish to explore __ 














b) Describe fully the proposed work, including a map or ‘sketch of the property 


showing a plan (and cross sections if needed) of any present mine workings, and 
the location of the proposed exploration work as related to such features as 
contacts, veins, ore-bearing beds, ete. 

c) The work will start within days and be completed within 
from the date of an exploration project contract. 

(7d) State the operating experience and background of the applicant with relation 
to the ability to carry out such exploration project, and also that of the persons or 
persons who will supervise the operations. 

6. Estimate Furnish a detailed estimate of the costs of the proposed 
work (you will have to use a separate sheet), under the following headings. Add 
the totals under all headings to give the estimated total cost of the project: 

(a) Independent contracts.—(Note.—lf the applicant does not intend to = any 
of the work to contractors, write ‘‘none’’ after this item. To the extent that the 
work is to be contracted, do not repeat the cost of the contract-work in subsequent 
items.) State the cost of any proposed independent contracts for the performance 
of all or any part of the work, expressed in terms of units of work (such as per foot 
of drilling, per foot of drifting, per hour of bulldozer operations, per cubic vard 
of material moved, etc.). 

(b) Labor, supervision, consultants.—Include an itemized schedule of numbers, 
classes ard rates of wages, salaries or fees for necessary labor, supervision and 
engineering and geological consultants. 

(c) Operating mate rials and supplies.— Furnish an itemized list, including items 
of equipment costing less than $50 each, and power, water and fuel. 

(d) Operating equipment.—Furnish an itemized list of any operating equipment 
to be rented, purchased, or which is owned and will be furnished by the Operator, 
with the estimated rental, purchase price, or suggested use-allowance bas ed on 
present value, as the case may be. 

(@) Re habilitation and ré pairs. 










months 











of costs. 



















Furnish a detailed list showing the cost of any 
necessary initial rehabilitation or repairs of existing buildings, installations, fix- 
tures, and movable operating equipment, now owned by the Operator and which 
will be devoted to the exploration project. 

f) New buildings, improvements, installations. 







Furnish a detailed list showing 
the cost of any necessary buildings, fixed improvements, or installations to be 
pure hased, installed or constructed for the benefit of the exploration project. 

(gq) Miscellaneous.—Furnish a detailed list showing the cost of repairs to and 
maintenance of operating equipment (not including initial rehabilitation or repairs 
of the Operator’s equipment), analytical work, accounting, workmen’s compen- 
sation and emplovers’ liability insurance, and payroll taxes. 

(h) Contingencies.—Give an estimate of any necessary allowances for con- 
tingencies not included in the costs stated above. 

Notre.—No items of general overhead, corporate management, interest, 
taxes (other than payroll and sales taxes), or any other indirect costs, or work 
performed or costs incurred before the date of the contract, should be included 
in the estimate of costs. 

7. (a) Are you prepared to furnish vour share of the cost of the proposed project 


















in accordance with the regulations on Government participation (Sec. 7, DMEA 
No. 1)? 
(b) How do you propose to furnish your share of the costs? 
C] Money Cl Use of equipment owned by you Cc Other 


Explain in detail on accompanying paper. 


CERTIFICATION 









The undersigned, 





whether as an individual, corporate officer, partner, or other- 
wise, both in his own behalf and acting for the applicant, certifies that the infor- 
mation set forth in this form and accompanying papers is correct and complete, 
to the best of his knowledge and belief. 

Dated. 195 

















By 





Title 18, U. 8. Code (Crimes), Section 1001, makes it a criminal offense to mien a 1 willfully false statement 
or representation to any department or agency of the United States as to any matter within its jurisdiction, 









. 
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DEFENSE MINERALS POLICY 


M F-200 (A) 
(February 1952) 
Docket No. 
ComMopITy.._.- 
UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR 
DEFENSE MINERALS EXPLORATION ADMINISTRATION 


EXPLORATION PROJECT CONTRACT! 


(Short Form) 


It IS AGREED THIS : 4 296 


, between the 
United States of America, acting emul the De _partme nt of the Interior, Defense 
Minerals Exploration Administration, hereinafter called the ‘‘Government,’’ and? 


hereinafter called the ‘‘ Operator,’ as follows: 

ARTICLE 1. Authority for contract.—This agreement is entered into under 
authority of the Defense Production Act of 19: 50, as amended, pursu: unt to ae 
Order 1 entitled ‘Government Aid in Defense Exploration Project 

ARTICLE 2. Operator's property hate With respect to that certain land situ- 
ated in the State of__-- Seer fa a , described as 
follows: 3 


the Operator represents and undertakes: 4 

a) That the Operator is the owner, in possession and entitled to possession, and 
that the property is subject only to the following claims, liens, or encumbrances 
as to each of which the subordination agreement of the holder is attached 


(b) That the Operator is a lessee, in possession and entitled to possession, and 


the Owner’s Consent to Lien is attached. 

The Operator shall devote the land and all existing improvements, facilities, 
buildings, installations, and appurtenances to the purposes of the exploration 
project without any allowance for the use, rental value, depr ciation, dé pletion, 
or other cost of acquiring, owning, or holding possession thereof. 

ARTICLE 3. Exploration project.—The Operator, within days from 
the date of this contract shall commerce work on a project of exploration for ® 


n or upon the described land; and shs ull bring the proje et to cor npletion within a 
period of _- _.from the date of this contract. The work to be per- 
formed is more fully described in Exhibit ‘‘A’’ attached hereto, which, with any 
maps or drawings thereto attached, are made a part of this contract. The Gov- 
ernment will contribute to the cost of this work as hereafter provided. The work 
shall be performed by the Operator or by independent contractor or contractors 
efficiently, expertly, in a workmanlike manner, in accordance with good mining 
standards and State regulations for health and safety and for workmen's com- 
pensation and employers’ liability insurance, with suitable and adequate equip- 
ment, materials, and labor, to bring the project to completion within the time 
fixed. The Government shall have the right to enter and observe and inspect 
the work at all reasonable times, and the Operator shall provide the Government 


1 If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank. 

1 State name, address, and nature of organization if any. 

§ Give legal description or enough to identify the property, particularly excluding any land or interest 
therein to which the Government's lien is not to attach or the production from which is not to be subject 
to the Government’s percentage royalty. 

4 Strike out the provision not applicable. 

§ Name of mineral or minerals. 
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with all available means for doing so. The ¢ 
advise the Operator on all phases of the work. 

ARTICLE 4. Cost of the project—The agreed, estimated costs of performing the 
work, expressed in terms of units of work to be performed (per foot of drifting, per 
foot of drilling, per cubic yard of material to be moved, etc.) are set forth in Exhibit 
“A” attached hereto. The Government will DAY - acne __.percent of 
these agreed, estimated costs, as they accrue, for units of work § ‘actually performed 
that conform with the description or specifications for the work set forth in this 
contract, in an aggregate total amount not in excess of $_______-_ _, which is 
mate ....percent of $.....:..__.-., the agreed, estimated total cost of the 
project in which the Government will participate: Provided, That until the Oper- 
ator’s final report and final accounting have been rendered to the Government and 
any final check or auditing required by the Government has been made, and a final 
settlement of the contract has been made, the Government may withhold from 
the last voucher or vouchers such sums as it sees fit not in excess of ten (10) per- 
cent of the maximum total which the Government might have been called upon 
to pay under the terms of the contract. The Government may, as it sees fit, make 
payments direct to the Operator’s independent contractors, if any, for the account 
of the Operator, rather than to the Operator. 

ArticLeE 5. Reports, accounts, audits—(a) Progress reports. The Operator 
shall provide the Government with monthly reports of units of work performed 
under the contract, in quintuplicate (five copies), upon forms provided by the 
Government. These progress reports shall be certified by the Operator, and shall 
constitute both the Operator’s invoice of units of work performed on the project 
during the period cove a by the report and his voucher for repayment by the 
Government, unless the Government requires the use of a standard voucher form 
with invoice attached. Progress reports shall include surface and/or underground 
engineering-geological maps or sketches showing the progress of the exploration, 
with assay-reports on samples taken concurrently with the advance in mineralized 
ground. 

(6) Final report.—Upon completion of the exploration work or termination of 
the contract the Operator shall provide the Government with an adequate geologi- 
cal and engineering report, in quintuplicate (five copies), including an estimate of 
ore reserves resulting from the exploration work. 

(c) Compliance with requirements.—If, in the opinion of the Government, any 
of the Operator’s reports are insufficient or incomplete, the Government may 
procure the making or completion of such reports and attachments as an expense 
of the exploration work; and the Government may withhold approval and pay- 
ment of any vouchers depending upon insufficient or incomplete reports. 


xovernment may consult with and 


(d) Accounts and audits.—The Operator shall keep suitable records and accounts 
of the units of work performed, which the Government may inspect and audit at 
any time. The Government may at any time require a check of the work per- 


formed and an audit of the Operator’s records and accounts, by a certified public 
accountant or otherwise, the cost thereof to be treated as a cost of the project. 
The Operator shall keep and preserve said records and accounts for at least 3 
vears after the completion of the project or the termination of this contract. Upon 
the completion of the project or termination of the contract the Operator shall 
render a final account and statement of work performed to accompany his final 
report. 

ArTICLE 6. Repayment by Operator.—(a) If, at any time, the Government con- 
siders that a discovery or a development from which production may be made 
has resulted from the exploration work, the Government, at any time not later 
than 6 months after the Operator has rendered the required final report and final 
account, may so certify in writing to the Operator. The certification shall dee 
scribe broadly or indicate the nature of the discovery or development. In the 
event of such certification, any minerals mined or produced from the land de- 
scribed in Article 2 within 10 years from the date of this contract, including any 
mined or produced before the certification, shall be subject to a percentage royalty 
which the Operator or his successor in interest shall pay to the Government, upon 
the net smelter returns, the net concentrator returns, or other net amounts realized 
from the sale or other disposition of any such production, in whatever form dis- 
posed of, including ore, concentrates, or metal, until the total amount contributed 
by the Government, without interest, is fully repaid, or said 10 years have elapsed, 
whichever occurs first as follows: 

(1) One and one-half (14) percent of any such net amounts not in excess of 
eight dollars ($8.00) per ton. 

(2) One and one-half (1%) percent of any such net amounts, plus one-half 
(4) percent of such net amounts for each additional full fifty cents ($0.50) by 
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which such net amounts exceed eight dollars ($8.00) per ton, but not in excess 
of five (5) percent of such net amounts. 

(For instance: The percentage royalty on a net amount of five dollars 
($5.00) per ton, would be one and one-half (1's) percent; on a net amount 
of ten dollars ($10.00) per ton, three and one-half (344) percent.) 

(b) As here used, ‘‘net smelter returns,” “‘net concentrator returns,’’ and “‘other 
net amounts realized from the sale or other disposition,’’ mean gross revenue from 
sales, or if not sold, the market value of the material after it is mined in the form 
in which and the place where it is held. In the case of integrated operations in 
which the material is not disposed of as such, these terms mean what is or would 
be the gross income from mining operations for percentage depletion purposes in 
income-tax determination. 

(c) To secure the payment of its percentage royalty, the Government shall 
have and is hereby granted a lien upon the land described in Article 2 and upon 
any production of minerals therefrom, until the royalty claim is extinguished by 
lapse of time or is fully paid. 

(d) This article is not to be construed as imposing any obli 


ion on the 
a Ol il ict 


nivactl 
Operator or the Operator’s successor in interest to engage in any mining or pro- 
duction operations. 

ARTICLE 7. Assignment, transfer, or loss of Operator's enter : Vithout the 
written consent of the Government, the Operator shall not assign or otherwise 
transfer or hypothecate this contract or any rights thereunder. The Operator 
shall not make any voluntary nor permit any involuntary transfer or conveyance 


of the Operator’s rights in the land described in Article 2, without making suitable 


yrovision for the preservation of the Government's right to a percentage rovalty 
| B 


xy the Operator to maintain the Operator’s rights in the land, without any con- 
sideration running to the Operator other than relief from the cost of maintaining 
such rights (as by surrender of a leasehold, failure to perform assessment work, 
or failure to exercise an option), coupled with complete abandonment by 


on production and lien for the payment thereof: Provided, that mere failure 


y 


Operator of all interest in or operations on the land for a period of 10 years from 


the 


the date of this contract, shall not constitute such a transfer or convevance. 


Should the Operator make or permit any transfer or conveyance in violation of 
this provision, the Operator shall be and remain liable for payment to the Govern- 
ment of the same amounts, at the same times, as would have been paid under the 
terms of the percentage royalty on production. If for any reason the net smelter 
returns, net concentrator returns, or other net amounts realized from the sale or 
other disposition of such production are not available as a means of measuring 
the amount of the Operator’s liability, the amount thereof shall be estimated as 
well as may be, and in the event of dispute as to such estimates, the determination 
thereof by the Administrator of Defense Minerals Exploration Administration or 
by his successor shall be final and binding upon the Operator. 

ARTICLE 8, Termination and completion—The Government may, at any time, 
by written notice to the Operator, terminate this contract: (a) If the Operator 
fails to provide his share of the money necessary to prosecute operations pursuant 
to the terms of the contract; (6) if the Operator, in the opinion of the Government, 
fails to prosecute operations pursuant to the terms of the contract; or (c) if, in 
the opinion of the Government, operations up to the time of the ‘e have not 
indicated the probability of making any worth while discovery an » opinion 
of the Government further operations are not justified. 

ARTICLE 9. Changes and added provisions 


Executed in sextuplicate the day and year first above written. 
Tue UNITED States OF AMERICA, 


(Operator) 


a 

I, , certify that Iam the secretary of the 
corporation named as Operator herein; that , who signed this contract 
on behalf of the Operator, was then of said corporation; that said 
contract was duly signed for and in behalf of said corporation by authority of 
its governing body, and is within the scope of its corporate powers. 


ioe — 
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a a a Docket No. DMEA 
(June 195 


(Revised Feb. 1952) COMMODITY 


UNITED STATES OF AMERICA 
DEPARTMENT OF THE INTERIOR 
DEFENSE MINERALS EXPLORATION ADMINISTRATION 
EXPLORATION PROJECT CONTRACT ! 


It Is AGREED THIS day of __- , 195 between the 
United States of America, acting through the De “pe irtment of the Interior, Defense 
Minerals Exploration Administration, hereinafter called the ‘Government, 
and 2 


hereinafter called the ‘‘Operator,”’ as follows: 
ARTICLE 1. Authority for contract.—This agreement is entered into under the 
authority of the o fense Production Act of 1950, as amended, pursuant to DMEA 
Order 1 entitled “Government Aid in Defense Exploration Projects.”’ 
ARTICLE 2. Operator’s property rights—With respect to that certain land situ- 
ated in the State of __- , County of __- , described as follows: 3 


the Operator represents and undertakes: 4 

(a) That the Operator is the owner, in possession and entitled to possession, 
and that the property is subject only to the following claims, liens, or encum- 
brances as to each of which the subordination agreement of the holder is attached: 


(6) That the Operator is a lesse e, in possession and entitled to possession, and 
the Owner’s Consent to Lien is attached. 

The Operator shall devote the land and all existing improvements, facilities, 
buildings, installations, and appurtenances to the purposes of the exploration 
project without any allowance for the use, rental value, depreciation, depletion, or 
other cost of acquiring, owning, or holding possession thereof. 

ARTICLE 3. Exploration project—The Operator, within ; days from 
the date of this contract shall commence work on a project of exploration for 5 


1 If sufficient space is not provided in any blank, use an extra sheet of paper and refer to it in the blank* 

3 State name, address, and nature of organization if any. 

3 Give legal description or enough to identify the property, particularly excluding any land or interest 
therein to which the Government’s lien is not to attach or the production from which is not to be subject 
to the Government’s percentage royalty. 

‘ Strike out the provision not applicable. 

' Name of mineral or minerals. 
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in or upon the described land; and shall bring the project to completion within a 
period of _- from the date of this contract. The work to be performed is 
more fully described in Exhibit ‘‘A”’ attached hereto, which, with any maps or 
drawings thereto attached, are made a part of this contract. The Government 
will contribute to the cost of this work as hereafter provided. 

Artic.Le 4. Performance of the work.—(a) Operator’s responsibility. The work 
shall be performed efficiently, expertly, in a workmanlike manner, in accordance 
with good mining standards and State regulations for health and safety and for 
workmens’ compensation and employers’ liability insurance, with suitable and 
adequate equipment, materials, and labor, to bring the project to completion 
within the time fixed. To the extent specified in Exhibit ‘‘A,” attached hereto, 
the work may be performed by independent contractor or contractors; and work 
not specified in Exhibit ‘‘A’’ for performance by independent contractor may 
nevertheless be so performed upon amendment of Exhibit ‘“‘A,’’ as agreed to by 
the parties, to state the work to be so performed and the estimated unit costs 
thereof, as provided hereafter. 

(b) Independent contracts —Any independent contract for the performance of 
work shall be on a unit-price basis (such as per foot of drilling, per foot of drifting, 
per hour of bulldozer operations, per cubic vard of material moved), or on some 
basis that will indicate the amount due for work performed at any stage of the 
work to be performed under such independent contract. The Government shall 
not be nor be considered to be a party to any such independent contract, and the 
Government’s right to terminate the exploration project contract under any of 
its provisions shall not in any manner be affected by reason of any such inde- 
pendent contract. If the reference in Exhibit ‘‘A’’ to any such independent 
contract states that the Government’s approval thereof is required, the Govern- 
ment may refuse to participate in the cost thereof unless and until it has given its 
written approval of the independent contract. 

(c) Government may inspect.—The Government shall have the right to enter 
and observe and inspect the work at all reasonable times, and the Operator shall 
provide the Government with all available means for doing so. The Government 
may consult with and advise the Operator on all phases of the work. 

ArticLe 5. Estimated costs of the project. A statement of the estimated cost 
of the project is set forth in Exhibit ‘‘A,”’ attached hereto. Except insofar as 
any item of requirement or the estimated cost thereof set forth in Exhibit ‘A’ 
is there or elsewhere designated as an “allowable maximum,” such items of 
requirement and of related cost are estimates only, and may be exceeded to the 
extent that the Government may from time to time approve for the most economic 
and beneficial performance of the work within the limitation of the total aggregate 
estimate of costs. The Government’s approval of any such excess over the 
estimate for an item of requirement or related cost will be signified by its approval 
and payment of any invoice or voucher for payment which expressly calls attention 
to such excess. Items expressly designated in Exhibit ‘‘A’’ or elsewhere as 
“allowable maximum,” and the total aggregate estimated cost are limitations, 
and any excess therein will be for the sole account of the Operator in which the 
Government will not participate. 

Artic.Le 6. Allowable costs of the project.—(a) The costs of the project in which 
the Government will participate are limited to the following: 

(1) Independent contracts —Payments to independent contractors under 
independent contracts listed in Exhibit ‘‘A.’’ The estimated cost of any 
work to be performed under an independent contract is or shall be included 
in the estimate of costs in Exhibit ‘“A’’ in terms of the estimated numbers 
of units of work to be performed, the estimated amount to be paid per unit, 
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and the estimated total amount to be paid to the independent contractor, 
and such estimates shall be allowable maximums above which the Govern- 
ment will not contribute. Regardless of the provisions of any such inde- 
pendent contract, the Government will participate in the payments to the 
independent contractor only on account of work actually performed and 
that confroms with the provisions of the exploration project contract, and 
only to the extent that the Government deems the unit prices for the work 
under the independent contract to be reasonable and necessary. No such 
independent contract shall have the effect of increasing the estimated total 
cost of the exploration project contract nor the maximum amount which the 
Government will pay as provided in the exploration project contract. 

2) Labor, supervision, consultants —Labor, supervision and technical 


services (including engineering and geological consultants), a schedule of 
which is included in the estimate of costs set forth in Exhibit ‘“‘A.’’ The 
requirements and related estimated costs for supervision and technical 
services are allowable maximums. 
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existing buildings, installations, fixtures, and movable operating accou 
equipment, now owned by the Operator and to be devoted to the purposes of the 
of the exploration contract 


1) Operating equipment.—Any operating equipment to be rented or pur- 
chased, or which is owned and will be furnished by the Operator, with the 
estimated rental, purchase price, or the allowable depreciation, as the case 
may be, a schedule of which is included in Exhibit ‘ A.” Anv items listed 
as owned and to be furnished by the Operator, and related initial allowable 
depreciation, are allowable maximums. 
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8) Contingencies.—Such other necessary, reasonable direct costs of per- 
forming loration work, within the limit of the total aggregate estimate 
‘not included in any schedule of costs in Exhibit ‘A,’ as 

may be approved by the Government in the course of the work, as indicated ent c 
by its approval and payment of invoices and vouchers, the ¢ 

(b) The Government’s payments in all cases will be based on actual, necessary Ar 
costs (including contract unit prices) incurred not in excess of any ‘“‘allowable 
maximum,’ and not in excess of the fixed percentage of the total aggregate esti- 
mated cost. Costs will be considered to be incurred only as they are or become 
due and payable. 

(c) No items of general overhead, corporate management, interest, taxes (other 
than payroll and sales taxes) or any other indirect costs, or work performed or costs 


of costs, 


sider 
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incurred before the date of this contract, shall be allowed as costs of the project in 
which the Government will participate. 

ARTICLE 7. Reports, accounts, audits.—(a) Progress reports. ‘The Operators 
shall provide the Government with monthly reports of work performed and costs 
(including contract unit prices) incurred under the contract, in quintuplicate 
(five copies), upon forms provided by the Government. ‘These progress reports 
shall be certified by the Operator, and shall constitute both the Operator’s invoice 
of costs incurred on the project. during the period covered by the report and his 
voucher for repayment by the Government, unless the Government requires the 
use of a standard voucher form with invoice attached. Progress reports shall 
include surface and/or underground engineering-geological maps or sketches 
showing the progress of the exploration, with assay-reports on samples taken 
concurrently with the advance in mineralized ground. 

(b) Final report-—Upon completion of the exploration work or termination of 
the contract the Operator shall provide the Government with an adequate geo- 
logical and engineering report, in quintuplicate (five copies), including an estimate 
of ore reserves resulting from the exploration work. 

(c) Compliance with requirements.—If, in the opinion of the Government, any 
of the Operator’s reports are insufficient or incomplete, the Government may pro- 
cure the making or completion of such reports and attachments as an expense of 
the exploration work; and the Government may withhold approval and payment 
of any vouchers depending upon insufficient or incomplete reports. 

(d) Accounts and audits.—The Operator shall keep suitable records and ac- 
counts of operations, which the Government may inspect and audit at any time. 
The Government may at any time require an audit of the Operator’s records and 
accounts by a certified public accountant, the cost thereof to be treated as a cost 
of the project. The Operator shall keep and preserve said records and accounts 
for at least 3 years after the completion of the project or the termination of this 
contract. Upon the completion of the project or termination of the contract the 
Operator shall render a final account as provided in Article 12. 

ARTICI E 3d. Pa jments by the Cove rnment. (a) The (,overnme! 
percent of the allowable costs incurred, as they accrue, i 
amount not in excess of $ , Which is percent of $ 
estimated total cost of the project in which the Government wil 
Provided, that until the Operator’s final report and final accounti: 
rendered to the Government, and any final auditing required | 
has been made, and a final settlement of the contract has been m: 
ment may withhold from the last voucher or vouchers such sums : 
in excess of ten (10) percent of the maximum total which the Gover 
have been called upon to pay under the terms of the contract, 

bh) The Government may make any payment or payments direct 
ent contractors and to suppliers, for the account of the O 
the Operator. 

ARTICLE 9, Repayment by Operator.—(a) If, at any tim 


poe 


ul 


siders that a discovery or a development from which pro 


resulted from the exploration work, the Government, at a 

6 months after the Operator has rendered the required final report 
count, may so certify in writing to the Operator. The 

broadly or indicate the nature of the discovery or devé 

such certification, any minerals mined or produced from 

Article 2 within 10 years from the date of this contract 


produced before the certification, shall be 
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the Operator or his successor in interest shall pay to the Government, upon the 
net smelter returns, the net concentrator returns, or other net amounts realized 
from the sale or other disposition of any such production, in whatever form dis- 
posed of, including ore, concentrates, or metal, until the total amount contributed 
by the Government without interest, is fully repaid, or said 10 years have elapsed, 
whichever occurs first, as follows: 

(1) One and one-half (14%) percent of any such net amounts not in excess 
of eight dollars ($8.00) per ton. 

(2) One and one-half (144) percent of any such net amounts, plus one-half 
(49) percent of such net amounts for each additional full fifty cents ($0.50) 
by which such net amounts exceed eight dollars ($8.00) per ton, but not in 
excess of five (5) percent of such net amounts. 

(For instance: The percentage royalty on a net amount of five dollars 
($5.00) per ton would be one and one-half (144) percent; on a net amount of 
ten dollars ($10.00) per ton, three and one-half (34%) percent.) 

(b) As here used, ‘‘net smelter returns,’’ ‘‘net concentrator returns,”’ and ‘‘other 
net amounts realized from the sale or other disposition,’”’ mean gross revenue from 
sales; or if not sold, the market value of the material after it is mined in the form 
in which and the place where it is held. In the case of integrated operations in 
which the material is not disposed of as such, these terms mean what is or would 
be gross income from mining operations for percentage depletion purposes in 
income-tax determination. 

(c) To secure the payment of its percentage royalty, the Government shall 
have and is hereby granted a lien upon the land described in Article 2 and upon 
any production of minerals therefrom, until the royalty claim is extinguished by 
lapse of time or is fully paid. 

(d) This article is not to be construed as imposing any obligation on the Oper- 
ator or the Operator’s successor in interest to engage in any mining or production 
operations. 

ArTICLE 10. Assignment, transfer, or loss of Operator's interest.—Without the 
written consent of the Government, the Operator shall not assign or otherwise 
transfer or hypothecate this contract or any rights thereunder. The Operator 
shall not make any voluntary nor permit any involuntary transfer or conveyance 
of the Operator’s rights in the land described in Article 2, without making suitable 
provision for the preservation of the Government’s right to a percentage royalty 
on production and lien for the payment thereof; Provided, that mere failure by 
the Operator to maintain the Operator’s rights in the land, without any considera- 
tion running to the Operator other than relief from the cost of maintaining such 
rights (as by surrender of a leasehold, failure to perform assessment work, or 
failure to exercise an option), coupled with complete abandonment by the Oper- 
ator of all interest in or operations on the land for a period of 10 years from the 
date of this contract, shall not constitute such a transfer or conveyance, Should 
the Operator make or permit any transfer or conveyance in violation of this 
provision, the Operator shall be and remain liable for payment to the Government 
of the same amounts, at the same times, as would have been paid under the 
terms of the percentage royalty on production. If for any reason the net smelter 
returns, net concentrator returns, or other net amounts realized from the sale or 
other disposition of such production are not available as a means of measuring 
the amount of the Operator’s liability, the amount thereof shall be estimated as 
well as may be, and in the event of dispute as to such estimates, the determination 
thereof by the Administrator of Defense Minerals Exploration Administration or 
by his successor shall be final and binding upon the Operator. 
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ArTICLE 11. Title to and disposition of property All facilitie 
tures, equipment, or other items costing more than S50.00 « ac} 
chased with funds contributed jointly by the Operator ar 
although title may be taken in the name of the Operator 
Operator and the Government jointly, in proportion to the 
tions, and upon the completion of the work or the ten nat 
shall be dispose d of pi ymiptly bv the Operator for the j mnt accou 
ment and the Operator, eit} er by return to the vendor. by 
purchase by the Operator at a price at least as high as could ot! 
as may appear to be for the best interest of the Gover 
ment, in writing, waives its interest in any s 

disposition, the Operator shall disman : 
anv s ich item, the cost tl ( reof to be for tl e joint acco 
portion to their respective interests. If the Operator 
receipt of written notice from the Government, fails, ne 
of such property, the Government may itself enter upon the |: 
of, and remove and dispose of any such property as above pr 

ARTICLE 12. Termination and completion The Government 
by written notice to the Operator, terminate this contract: (a) If 
fails to provide his share of the money necessary to prosecute operat 
to the terms of the contract: (/ if the Operator, in the Opimion of the Government, 
fails to prosecute operations pursuant to the terms of the contract i 
opinic n of the Governmer o, operations up to the time of tl 
indicated the probability of making any worth while discovery 
of the Government further operations are not justified. Upon 
the project or anv termination of the contract the Operator 
remaining materials, supplies, facilities, buildings, fixtures 
which the Government has an interest, for the joint account 
the Government in the proportion of their respective interes 


i 


Government a full and final accounting of his operation 


his expenditures of money; and shall pay to the Governmet 


anv money remaining. 


ARTICLE 13. ( 


and year first above writte1 


THe UNITED Stat! 
SV 


By 


, certifv that I am the 
poration named as Operator herein; that 
on behalf of the Operator, was then of said corp 


contract was duly signed for and in behalf of said corporation | 
roverning bodv. and is within the scope of its corporate p 
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List of defense minerals exploration contracts as of May 31, 1952 


Name of contractor 


ALASFA 


Zendes Gola Mining Co 
Admiralty Alaska Gold Mining Co 
Alaska Metals Mining Co 


Alaska Copper Corp 
ARIZONA 


Banner Mining Co 
Do 
Reed & Reed 
James P. Nash 
American Asbestos Cement Corp 
Eugene J. Myer 
Sherwood B. Owens 
Yucca Mining & Milling Co 


ARFANSAS 


Gold Ashley J. & Gold, Joe 
Inland Mining Corp 


CALIFORNIA 


Philip Carey Mfg. Co 

Northfield Mines, Inc 

Holmestake Mining Co 

Black Rock Mining Corp 

Cordero Mining Co 

Miller & Warnken 

Black Rock Mining Corp 

Sierra Copper Co 

California Quicksilver Mines, Inc 

Tungstar Corp. & Hanging Valley 
Tungsten Mines. 

Glidden Co 

Frederick Dumontier 

Harry E. Briggs-- 


COLORADO 


Callahan Zine-Lead Co 
Lupton Mining Co 

Lead Carbonate Mines, Inc 
Landauer, Frank 

Silver Bay Mines, Inc . 
Shelby-Johnson Mines, Inc 
U.8. Oil & Development Corp 
Cadwell Mining Co ere 
Boulder Tungsten Mines, Inc 
Smith, John A. & Smith, Ben A 
East Ridge Co a pate J 


Beardsley, Geo. L. & Arthur B 

Eureka Tungsten 

Cold Spring Tungsten, Inc 

Cherokee Mines 

Stanford, Tom C 

Moreno-Cripple Creek Corp 

Bachelor Development Co 

Tungsten Mining Co., Inc 

United Mining & Leasing Corp 

Treasure Mountain Gold Mining Co 

Curtis C. Johnson 

Henry E. Kolego-_-- 

Realty Co 

Callahan Zine-Lead Co., Inc 

Arthur N. Sweet 

Leadviile Lead Corp 

Jos. M. Smith, Chas. R. Rugg 

Montana Mining Development Co 

Uranium Co, of America 

John Joyce 

Brown, M. F., Eccker, A. F., Munro, 
Roy. 

U.S. Oil & Development Corp 

Stanley Larson 

Lottie M. Loveless 
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APPENDIX J 


County 


Seward Peninsula 
Admiralty Islands 
Fourth Judicial 
Division. 
Third Judicial 
Division. 


Pima 

do 
Mohave 
Santa Cruz 
Gila 
Yavapai. 
Cochise _ 
Mohave 


Nevada 
Inyo 
Imperial 
Mono rah 
Santa Clara 
Darwin 
Mono 
Calaveras 
Lake 

Inyo 


Shasta 
Inyo 
SF caches 


Gunnison nn 
Clear Creek... .- 
San Juan 

do 
San Juan-.- 
Park 


San Juan_. 


Lake le 
Boulder.--_- 
Clear Creek 
San Miguel and 

Ouray. 
Custer 
Boulder 

do 

Larimer 
Boulder 
San Juan 
Ouray 
Boulder 
Gilpin 
San Juan 
Silverton... 
San Juan. 
Gilpin 
Gunnison 
San Juan. 
Park 
Boulder 
Clear Creek 
Gilpin 
Lake 
Boulder 


San Juan 
Boulder 
La Plata 


Commodity 


Tin ore 
Cobalt nickel 
Tungsten 


Copper 


do 

do 
Lead-zine 
Co»per 
Asbestos 
Copper 
Lead-zine-copper 
Copper 


Antimony 
Manganese 


Asbestos 

Tungsten 
do 
do 


Mercury ore. .-.-. 
Tungsten a 


do 
Copper 
Mercury ore 
Tunsgten 


Lead-zine-copper 
Asbestos 
Lead-zine 


do Se 

Neal eae 

do 
Lead-zine-copper 
Lead-zinc. -_- 

do . 
Lead-zine-copper 
Lead-zine 
Tungsten. 
Lead-zine 
Lead-zine-copper 


Lead-zine 


| Tungsten 


do 
Uranium. 


| Tungsten 


Lead-zince-copper 
Lead-zine 
Tungsten 
Lead-zine 

do 
Tungsten 
Lead-zine-copper 
Uranium 
Lead-zine 

do 

do 
Tungsten 
Lead-zinc 
Uranium 
Lead-zine 
Tungsten 


Lead-zine 
Tungsten 
Copper 


Govern- 
ment par- 
ticipation 


$54, 000 
108, 000 


133, 675 


56, 


97 


Contract 
value 


, 500 
. 720. 
, 000. 
000. 
828. 
000 
623. 
613 
440. 
000. 


300. 


5, 927 
300. 


000 
O00 
. 200 
, 000 
600 
000 
610. 


» 420 


800 
, 400 
, 000 
, 000 
3, 700 
3, 500 


, 600 
, 000 
3, 000 


List | 


National 


Georgia-C 
Ine. 

Arthur T 

Hale-Geo 


United \ 
Hermada 
Day Mir 
Bradley 
Paymast 
Highland 
ing Co 
Holterm: 
Idaho M 
Bleazard 
Rhode Is 
Sunset N 
Snoose N 
Hope Sil 
McRae " 
White, C 
Svensson 
Silver St 
Sun Vall 
Bradley 
Lawrence 
South M 
Nabob 8 
W hitede 
Co. 
Funnell 
Gardner 
Louis Bt 
Norde! 
Buckski 
Donald | 
Elmer E 
Chief Jo: 


Ozark-N 


Berylliu 


Calumet 
Co 


Nationa 
Shelton 

America 
Amedee 


Muleah 
J. E. He 
Columb 
Lewis B 
Cole, Jo 
Key, Re 
Dance, . 
Elkhorr 
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List of defense minerals exploration contracts as of May 31, 1952—Continued 


Govern- Contract 
Name of contractor County Commodity ment par- me aay 


“t ticipation 


i FLORIDA 











National Lead Co_.. Duval Rutile $42, 449. 50 $31, 837. 42 
. 00 GEORGIA 
. OO 
00 Georgia-Carolina Mica Mining Co., | Troup : Beryl-mica 2, 353. 00 2 614.00 
Inc. 
. 00 Arthur T. Anderson ; Upson Mica 4, 959. 00 5, 510. 00 
Hale-Georgia Minerals Corp Bartow Manganese 21, 871. 50 29, 162. 00 
IDAHO 
oH) 
OO United Minerals Reserve Corp Blaine : Lead-zine 12, 000. 00 104, 000. 00 
00 Hermada Mining Co... Elmore Antimony 33, 075. 00 44, 100. 00 
00 Day Mines, Inc . Shoshone Lead-zince-copper 144,000.00 | 288, 000. 00 
» OO Bradley Mining Co___. Patterson. Tungsten 65, 145. 00 86, 860. 00 
00 Paymaster, Inc Blaine + Lead-zine 21, 500. 00 43, 000. 00 
O00 Highland-Surprise Consolidated Min- | Shoshone do 100, 000. 00 200, 000. 00 
». 00 ing Co. 
Holtermans, Johan P Custer Flourspar 3, 896. 50 7, 793. 00 
Idaho Mining Co Shoshone Lead-zine-copper 61, 869. 00 123, 738. 00 
Bleazard, J. W. & G.S Custer Lead-zinc 4, 200. 00 8, 400. 00 
:. 00 Rhode Island Mining Co Shoshone do 11. 950. 00 23, 900. 00 
00 Sunset Minerals, Inc | Pine Creek do 31, 862. 50 63, 725. 00 
Snoose Mining Co Blaine do 67, 500. 00 135, 000. 00 
Hope Silver-Lead Mines, Inc Bonner ; do 18, 000. 00 36, 000. 00 
McRae Tungsten Corp- - Valley rungsten 15, 263. 25 .00 
). 00 White, Compton I : Bonner Copper 28, 655. 00 57,; 00 
00 Svensson, Osear V __. | Elmore Antimony 1, 833. 75 2, 445.00 
). 00 Silver Star-Queens Mines, Inc Blaine Lead-zine 66, 918. 50 133, 837. 00 
1. 00 Sun Valley Lead-Silver Mines, Inc __ do 14, 192. 00 28, 384. 00 
3. 00 Bradley Mining Co ; Stibnite Antimony 73, 026. 00 97, 368. 00 
on Lawrence Berrett Bear Lake_- Lead-zine-copper 2 500. 00 5 000. 00 
3 5) South Mountain Mining Co--. Owyhee do 18, 130. 00 36, 260. 00 
3 00 Nabob Silver-Lead Co Shoshone Lead-zine 71, 725. 00 143, 450. 00 
). 00 Whitedelph Mining & Development | Bonner do 60, 125. 00 120, 250. 00 
D. 00 Co, 
Funnell & Majer Mining Co do do 26, 614. 00 53, 228. 00 
0. 00 Gardner & Vance Custer 2 7, 000. 00 14, 000. 60 
7. 36 Louis Buchman, L. 8S. Breckon, J. A do... Lead 26, 925. 00 53, 850. 00 
0. 00 Norden. 
Buckskin Mines, Inc_-- do Lead-zine 6, 100. Of 12, 200. 00 
Donald D. Hanni do. Lead-zine-copper 17, 000. 00 34, 000. 00 
Elmer Enderlin do Zine 4, 560. 00 9, 120. 00 
0. 00 Chief Joseph Mines, Inc Boundary Tungsten 5, 580. 00 7, 440. 00 
0. 00 
000 ILLINOIS 
0. 00 
0.00 Ozark-Mahoning Co. ie Hardin Fluorspar 30, 982. 50 61, 965. 00 
0. 00 
0. 00 IOWA 
00 
oo J. E. & Lula M. Miller- - Dubuque. - . Lead-zine 14, 850. 00 29, 700. 00 
OO 
OO MAINE 
5 OO Beryllium Development, Inc_-- Oxford Beryl]... 40, 140. 00 44, 600. 00 
min 
0.00 MICHIGAN 
nH) UM 
0.00 Calumet & Hecla Consolidated Copper | Houghton & | Copper 284. 096. 50 568, 193. 00 
0 Co Keweenaw 
3.00 
1). OO MISSOURI 
00 
: Oo National Lead Co : . Madison - Bf Cobalt-nickel 274,078.27 | 391, 540.39 
¥). 00 Shelton Mining Co._... Jasper Lead-zine 00 14, 000. 00 
”) OL American Zinc, Lead & Smelting Co Franklin do 00 65, 000. 00 
10. OO Amedee A. Peugnet ...| St. Francois Lead 00 4, 200. 00 
10, 00 
mF 1K) MONTANA 
1) OO Mulcahy, William a Jefferson : Lead-zine 2, 546.15 5, 092. 30 
1 Ow J. E. Hall ....; Sanders Copper-_-_-- 10, 642. 50 21, 285. 00 
0. 00 Columbia Mining Co., Ine Lewis and Clark do 12, 158. 90 24, 317. 80 
Mu) x Lewis B. Stark ; .| Cascade : Lead-zine 25,000.00 | 50, 000. CO 
1). 00 Cole, John W. _...-| Granite Tungsten. _- 52, 500.00 | 70, 000. 00 
Key, Roy W. & Durand, O. J_....._-- do__- ....-| Lead-zine 33. 250. 00 66, 500. 00 
10. 00 Dance, Albert and Jewell. .............| Broadwater-~--_-__-- do ; 8,970.00 | 17, 940.00 
Mm) OK Elkhorn Mining Co.............-- ....| Jefferson........ .-| Uranium 11, 520. 00 | 12, 800. 00 
0. 00 


23599—52——14 
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List of defense minerals exploration contracts as of May 31, 1952—Continued 





Name of contractor 


County 


Commodity 


Govern- 
ment par- 


| ticipation | 








MONTANA—Ccontinued 


Linton Mines... 

American Alloy Metals, Inc 
Alberta K. Romerio 
Edmund E. Pohl 

D.A. 


| Missoula____.___--| 
| Beaverhead ----.--| 
| Jefferson... ......- 


Kootenay Copper Mines........-.__.-- i$ 


Amador Mining Co 

Taylor-Knapp Co. 

Alps Mining & Milling Co 

Florence Co 

Bennett Mining Co 

American Alloy Metals, Inc...-.- 

Ambassador Mines Corp 

McLure, William R 

Elkhorn Mining Co 

Hughesville Silver & Lead Mining Co.. 

American Alloys Metals, Inc 

Pittsburg Silver poe.< Co 

Taylor-Knapp Co_. 

Elkhorn Mining Co_- 

Glenn Zorn and C. E. Vanman 

Minerals Engineering Co_- 

David Nieminen, A. H. Eiselein & 
Maurice Nelligan. 

Commonwealth Lead Mining Co 

Madisonian Mining & Milling Co 

White Pinehead Co 

James Young, Angus 

West Slope Mining Co 


NEVADA 


United Minerals Reserve Corp 

oo. gt” aaa 
Madison, J. A- 

Cherry Creek Tungsten Mining Co.__- 
Baker, 8. G. & Lovestedt, A. J 

Marshall Mining Co 

Hamilton Consolidated Mines. 

E. 8. Perry and Robert McPherson. _. 
Grand Deposit ee Co 

Dunnigan, W. 

Pennsylvania Mine ; anaes 
Mount Wheeler Mines, Inc_- 
Baltimore Camas Mines, Inc_.-. 


NEW HAMPSHIRE 


Richard N. Berry..__- 
Stafford Mines, Inc_. 


NEW MEXICO 


Peru Mining Co. 

Black Hawk Consolidated Mines. -.- 
Charles F. Williams. 

Clark & Mathis... 


United States Smelting, Refining & | 


Mining Co. 


NORTH CAROLINA 


Gaston Strategic Minerals Co., Inc__.__| a 
| Franklin. 


Franklin Developers, Inc 

Mica Development Corp 

Powder Mill Mining Co__. 

Wee ee ch icce oe no< 

Lawrence Schmitt. fakes naeiisoe 
Yancey Mica Mines, Inc.___- 

The Hitchcock Corp 

Robinson, Henry Lee---......-..---- ; 
Olivine Products Corp 

"en ee mameeer Ge... 8. 
I  ncinnche conems nae : 
Piedmont Miners..- 

Non-Metallic Minerals Corp 
Tamarack Mining Co 





A. McDonald___. 


| White Pine. 
_| Esmeralda 


Beaverhead 


Jefferson 


| Elko 


Lincoln __- 


| M ineral 


| = =. os 


Elko_. 


| White Pine.__.___| Lead-zine 


Nye 


Lincoln ____. 
White Pine 
ie 


Grafton. 


eck s 


| en ocan< 
| Asheville__. 


a 


| Cherokee_._.....-_. 


i cincsoeaceaia 
NE creer ache 
Macon : 
Haywood 





Lead-zine _- 


| Tungsten 


Lead- eocsen.. 


|} Uranium......-- 


Lead-zine._._....- 


| —— 


Manganese_. 
Tungsten -_.__- 
Lead- ~zine-copper _- 
Lead-zine.._____- 
Tungsten... ....- 


-zine-copper.- 


| Manganese.._____. 


| Tungsten -...__- 
| Uranium 


Lead-zine 
do 
Tungsten 
a... 
= 6 
Copper 


Antimony..-- 


| Lead-zine-copper.. 

| Mercury ore..... 
SER cans ccae 

| Tungsten __- 


i ciasiiaus a . 


Mica__. . 
Beryl-mica__. 


Lead-zine-copper . 
Cobalt-uranium 
Copper 


| Lead-zine _- 


‘ a 
a 
.do_. 
.do. 
Steatite talc 
Mica... 


_| Cobalt-nickel_ 
'M 


‘— 

BS 
8 
= 





ee 


= 
SSSSSSSSSSSESSES 


; RERNREESRS 
RESSSSSERESSRE 


es 


11, 200. 00 
83, 460.00 


13, 599. 00 | 


25, 290. 00 | 
21, 960. 00 | 
14, 350. 00 | 
1, 500. 00 | 
7, 560. 00 | 


26, 750. 00 

90. 814. 00 | 
9, 000.00 | 
56, 250. 00 | 


2, 141. 25 
25, 210. 68 


13, 370.00 | 
1. 980. 00 | 


13, 200. 00 
6, 693. 75 


12, 896. 11 | 
56, 607. 00 | 
15, 210. 00 | 


} 
| Contract 
value 


SRSRHSERBENESNENS} 
ZRESEERESSSSES: 
Ssesssessses 


10, 215. 00 
22, 400. 00 
111, 280. 00 
15, 110. 00 





50, 580. 00 
24, 400. 00 
28, 700. 00 

3, 000. 00 
10, 080. 00 





53, 500. 00 
181, 628. 00 
12, 000. 00 
75, 000. 00 
2, 855. 00 
50, 421. 37 
26, 740. 00 
2, 640. 00 
26, 400. 00 
8, 925. 00 
25, 792. 22 
75, 476. 00 
20, 080. 00 


11, 700. 00 | 
5, 760. 00 | 


112, 500. 00 
18, 000. 00 
83, 700. 50 

6, 327. 00 


| 290, 921. 50 | 


, 040. 00 


225, 000. 
20, 000. 
167, 401 
12, 654 
581, 843. 


3, 240.00 | 


5, 400. 00 
2, 808. 00 
2, 610. 00 


240. 00 | 


, 393. 10 


267.00 | 


3, 352. 50 
, 852. 80 
, 050. 00 

760. 00 

160, 00 
2, 709. 00 
2, 043. 00 





Ni 


C.:.4.2 
Flynt ¢ 
Rex L. 
Bess G: 


Americ 


Keenar 
Black | 
Michat 
Stewar 
Carl L 
R. H. !} 


George 
L. D.1 
Belle FE 


Marav 


Chief ¢ 
New R 


Privat 
Park l 
East U 
Harrin 
New Q 
Louise 
Silver 


Bowles 
West I 
Canary 
Ameri 
Woodr 
Lakesi 
Heber 
Elkhor 
Kentus 
White 
‘at 


J. Wal 
E xealil 
Abe D. 


Rubere 


Vermo 
Rubert 


Ole Aa 
Black > 
Nasbu 
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List of defense minerals exploration contracts as of May 31, 1952—Continued 


| 
| Govern 
Name of contractor County Commodity ment par- 
ticipation | 


Contract 
value 





NORTH CAROLINA—continued 


Cc. C. Burleson... - ..-| Avery | Mic. ----| $2,389. 5 $2, 655. 00 
Flynt & Keller nincinihiat | eee , 850. 6, 500. 00 
Rex L. Boone_--- sienna Cleveland Re ee ae 4, 000. 00 
Bess Gaston Mica Miners ...-| Gaston Deco ferencharma i | 6 L 6, 900. 00 


OKLAHOMA 
American Zinc, Lead & Smelting Co..| Murray...........| Lead-zinc_-- | 78, ; 156, 000. 


OREGON 
. E. Stauffer -_-- era cin carsales UII ces sca .-| Antimony........-| 26, 045.2 34, 727. 0¢ 
Ww aite Minerals, Inc. anocanneneo~v} SORBDOING CS a h 30, 000. Of 


SOUTH DAKOTA 


Keenan Properties. : Lawrence. ........| Tin ore re 100, 000. 
Black Hills Keystone Corp P ene. -. ...-| Beryl-mica | 20,772 23, 080. 
Michaud, Francis & Stration, Louis...; Custer. -_- = ...-d0 8, 010. 8, 900. 
Steward, Jack .| Pennington - _.do 14, 192. 15, 769 
Carl L. Wiehe & B. A. Gira Pringle | do 6, 017. 4 6, 686. 
R. H. McHenry. -- Custer -- | Columbium-tan- | 3,184.2 3, 538. 
talum 

Gea 2 ampbell and Glenn Ventling a 95. 0 6, 550. 

373 5, 970. 
) 11, 600. 


D. Pitts do pcigcaniies ; oe 
Belle Elridge Gold Mines, Inc.- Lawrence Lead-zinc 


TEXAS 
Maravillas Minerals Co Brewster | Mercury ore. _-. y 10, 450. 


UTAH 


} 
| 
| 


Chief Consolidated Mining Co | Juab and Utah....| Lead-zine. -- | 231, 710. 463, 420 
New Rark Mining Co-_--- Wasatch--. ; Lead-zine-copper..| 117, 197. 6 234, 395. 21 
Combined Metals Reduction Co Lead-zine | 111,000.00 | 222, 000. 0¢ 
Do ccna cboh 5 See 55, 100. 0 
Naildrive Mining Co W esateh siieon ....do % 20. 000. 40, 000 
Park Utah Consolidated Mines Co __ and Wa- |_____do svccavat? 4QGRR 97, 266. 
satch, | 
Privateer Mining Co Juab a a oe 4, 031. 8, 062. 
Park Utah Consolidated Mines Co__._.| Wasatch. Looe | 21, 000. 42, 000. 
East Utah Mining Co : aan do__...........| Lead-zine-copper..| 54, 587. 109, 174. 0 
Harrington Mines Co din tind email: SO Lead-zinc._. -. | 62, 620. 25, 240. 
New Quincy Mining Co-_..-- | Summit a as } 11, 929. 23, 858. 
Louise W. Ganick ...-| Millard wan Tungsten | 20, 025. 
Silver King Coalition Mining Cai ec Summit, Wasatch | Lead-zinc 0, 767. 
& Salt Lake. 
Bowles-Heflin Mining Co_........--- San Juan | Uranium. 7, 049. 6 
West Park Mining Co 2 ..--.----| Wasatch Copper , 100 
Canary Mining Co ..| Dagget nica at ee 24, 052. £ 
American Fork Consolidated Mines Utah .---| Lead-zine 8, 019 
Woodman, Cecil R , Tovele____-- | Tungsten 9, 284. 2 
Lakeside Monarch Mining Co ee Lead-zinc , 000. 
Heber Lion Mining Co — | Wasatch. Copper. 500 
Elkhorn Consolidated, Inc Jefferson | Lead-zir~-copper 900. 
Kentucky-Utah Mining Co Washington at 500. 
White Canyon Mining Co... ae San Juan Uraniu. , 138 
J. R. Simplot Co Wayne and Gar- |____ do , 340. 
field. 
J. Walter Duncan, Jr--- ...| San Juan ceed do . 871. 
Excalibur Uranium Corp : Emery : ...do , 363. 7 
Abe Day ‘ San Juan = do 9, 810. 








Pe 
ems hs 


or oe 
= 
Bs 


VERMONT 
Ruberoid Co ; Lamoille and Or- | Asbestos }, 440. 
leans. 
Vermont Copper Co., Inc Orange : Copper 25, 691 
Ruberoid Co Lamoille Asbestos 56, 250 


WASHINGTON 


Ole Aavestrus & Chas. J. Weller Ferry ....| Tungsten 

Black Warrior Mining Co Chelan Lead-zine-copper 
Nasburg, Theodore. ..| Stevens. . Lead-zine 
American Zine, Lead & Smelting Co Pend Oreille... do , OOD. Ct 
Goldfield Consolidated Mines Co Stevens -- y do ; f 23, 055. 
G. &. P. Antimony ewe Okanogan Antimony . 23, 200. 
Ti alisman Mining & Le “asing Co Ferry - - Lead-zine-copper 44, 000. 
Mines Management, Inc Stevens Lead-zine 9, 575. 59, 050 


American Zine, Lead & Sme Iting Co Pend Oreille. - do 58, 2! 116, 500 


, 700. 
, 247. f 
, 560. 








198 DEFENSE MINERALS POLICY 


List of defense minerals exploration contracts as of May 31, 1952—Continued 








| | Govern- | a 
Name of contractor County | Commodity | ment par-| © es 
| | ticipation var 
WASHINGTON—continued 
| 
a Le 0 = ee | $21,375.00 $42, 750. 00 
8. J. Holden and Associates.___..__-_-- co aaa | Copper........ .---| 3,800.00} 7, 600.00 
IE NE GI, oo So wetiericcccnesnue | Stevens. ._........ i ae | 15,967.50 | 21,290.00 
Hartbauer,C.W.& N.C... I Di ation oriental | Lead-szine...-..... | 5,000. 00 10, 000. 00 
Tungsten Mining & Milling eee Paced Bertie ctendctisaesl | Tungsten.........| 25,987.50 | 34, 650.00 
i  eenrvebenedsnvececnvnmonsl chal pin atectionus | Lead-sine......... | 18,642.00 | 37, 284. 00 
Ray R. W hiting, th ieindintreuwiipaaion ae Mercury..-....-..| 13,818.75 | 18, 425.00 
Oy eee Okanogan... -.---- Antimony--.....-- 12,060.00 | 16, 080.00 
WISCONSIN | 
| | 
Dodgeville Mining Co. -.-.............-.  csnccamaee | Lead-sine......... 4, 020. 00 8, 040. 00 
I ce inintl Od AS Ea os cassaivuienneat ane 7, 500. 00 
Dodgeville Mining Co-_-.............-- FET oN fieliieie ands GiB ace ce ceed | 5,000.00 10, 000. 00 
Vinegar Hill Zine Co____.___- Shullsburg._...._- wettligcne<asonswet, ne 45, 704. 7! 
— & Hecla Consolidated C opper | Laette. ..<....-1.... __ NABI S e 79, 259. 00 158, 518. 00 
| | 
Star Mining Co___. pieden inn sivas iaa NR ca ON no cake | 4, 500.00 5, 000. 00 
— Mining SR apeeene” eich Lead-zine. ._...... | 3,750.00 | 7, 500. 00 
ania balpoeskt-sh ‘ witcisnls hitter aa agai ce Ret I 3, 750. 00 | 7, 500. 00 
De pita cdieaiditte Abatde balan sisrdigin cashineetidiann tt 2 aor Oe Re a es 5, 000. 00 | 10, 000. 00 
ace at re Ty a ae i em a ee a 3, 000. 00 6, 000. 00 
Vinegar Hill Zinc Co._................- Lafayette. ........|_... RR cx nc nein 34, 220. 19 68, 440. 38 
D. BH. & 8. Mining Co............... <a UI a i es Sa Weitkicdseutcnd | 5,000.00; 10,000.00 
WYOMING 
i ! 
IEE Bic cccepncuncsccutes Hot Springs...-.-.- EP esacnndaannd 49, 575.00 99, 150. 00 


DEPARTMENT OF THE INTERIOR, 
DeEFENSE MINERALS EXPLORATION ADMINISTRATION, 
Washington 25, D. C. 

Following is a supplement to a previously issued list of minerals exploration 
contracts in force as of May 31, 1952. 

This supplement contains two lists. One is of new contracts executed in the 
period from May 31, 1952, through July 31, 1952. The other is of contracts which 
were terminated during the same period and are deleted from the list of those in 
force as of May 31, 1952. 

The lists are by States, alphabetically, and include the name of the contractor, 
location of the project by county within the State, commodity involved, amount 
of Government participation, and total value of the contract. (The difference 
between the two amounts is the company’s share of the estimated cost of the 
project.) 

C. O. MITTreNpoRF, 
Acting Administrator. 


Following is a list of new minerals exploration contracts executed in the period 
from May 31 through July 31, 1952: 





! 
| 
| | Govern- ~ nae 
Name of contractor County | Commodity ment par- | © ——- 
| ticipation | 
ALASKA | | 
| | | | 
Purkeypile, I. W. & 8. E..............| Fort Gibbon Min- | Tin. ...........-. $16, 200.00 | $18, 000.00 
ing District. | | 
CALIFORNIA | 
Hazeltoa, Thomas A. denna Tuolumne.....___- Tungsten. .... cil 4, 470. 00 5, 960. 00 
Sweeney ‘Tungsten Cc ol, ea. ... --.| Miverside......... ee ore at 22, 350. 00 29, 800. 00 
Fitzgerald, R. E., Copper Hill Mine | Amador.....------ Copper-zinc.......| 10,310.00 20, 620. 00 
Venture, Dr. C.'C. Hartwell, et al. | 
Eee San Bernardino._.| Tungsten......._- 12, 600.00 | 16, 800.00 
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Govern- s 
= Name of contractor County | Commodity | ment par- Campos 
ticipation — 
ct ne i os actin, Hannan ; ee ee 
COLORADO 
a Moreno Cripple Creek Corp... Jefferson .....- Uranium $56,475.00 | $62,750.00 
Jump, George Boulder-_-_- ‘ Tungsten 9,000.00 | 12,000.00 
Coughlin, Glenn & Henderson, Elzor L do aa do___. 3, 600. 00 | 4, 800. 00 
). 00 Silver Bell Mines Co..-___- ; ...-| San Miguel_.. Lead-zinc. .- 39, 560. 00 79, 120. 00 
). 00 | 
). 0O IDAHO 
). 00 ee ae ae 
. 00 Bunker Chance Mining Co-.-_. 2 Shoshone..........| Lead-copper | 76,265.00 | 152, 530.00 
1. 00 Northfield Mines, Inc : Lemhi-...- Cobalt,-copper - | 72,030.00 | 102,900.00 
5. 00 Montana Coal «& Iron Co__. ichnca ess do a 16,100.00 | 23,000.00 
). 00 J. R. Simplot Co ak ccees Fluorspar. --- 28, 950. 00 57, 900. 00 
Etherton, Jack & Sc hmittroth, Walter_| Shoshone _-_. Tungsten... ---- 18, 000. 00 24, 000, 00 
Champion Mine (Joseph L. Ausich; | Custer-_.-- Lead-zine 15, 825.00 | 31,650.00 
Michael Ausich; and Ann Ausich). 
). 00 Consumnes Gold Dredging Co__.......| Valley-—---.--- Monazite, colum- 25, 942. 50 28, 825. 00 
). 00 bium, tantalum. 
). 00 Secace ders -canackewass Oe neti g do. 18, 003. 60 20, 004. 00 
175 
3. 00 MISSOURI 
. 00 Amedee A. Peugnet, et al__---- ...| St. Francois & | Lead-zine.-. 1, 800. 00 3, 600. 00 
). 00 St. Genevieve. 
. 00 Dale Mining Co. ~ Roe ao) NOWLOR........ Se ae 3, 888. 00 | 7, 776.00 
1.00 | 
). 00 MONTANA 
). 38 
. 00 Carlson, Albert F_......- nee areas .| Jefferson _ .. Ge... : 12, 450. 00 24, 900, 00 
Giulio, John ee a a ee o0..;.. 10, 300.00 | 20, 600. 00 
NEVADA 
). 00 5 : | 
Keever, Frank B.._- Lander... alent as | ee ...-| 10,114.00 20, 228. 00 
mane Snyder, Geo. & Snyder, Geo., Jr- SA ES ok a cin ale a aoe a sae ---} 13, 897. 00 27, 794. 00 
Comet Mines, Inc.....-....-- RE ns sanien OS sa ..| 95,000.00 | 190,000.00 
Busche, Fred a, DAOPENS. .....--<<-4) Nt aphite. 925.00 | 1, 850. 00 
Warren Foundry & Pipe Corp Sant aes Bi oesacune 141, 850.00 | 283, 700.00 
| 
NEW MEXICO | 
ion ¥3 le | | . = 
Potter & Sims 7 ...| Santa Fe..........| Tungsten. -._. 58, 140. 00 77, 520. 00 
Byrne, Verne : ae do:... * Lead-zince. .. } 12,369.00 24, 738. 00 
the Moseley, Ira L ences Hidalgo. _._..__- Copper... 21, 000. 00 42, 000. 00 
ich ; 
: NORTH CAROLINA 
in 
Yancey Mica Mines, Inc..__.._-- i I NN in nia | 8,280.00] 9,200.00 
or Robinson & West : , ...| Buncombe._....-- |--- do_.. : | 6,930. 00 7, 700. 00 
y Hendricks, F. B... .- : ..---,-| Cleveland... aseons 3, 150. 00 3,500. 00 
int Do. edie geo at en ee oe eC | 2,250.00 | ~ 2, 500.00 
nee Do. ae Sei ace ie ee Leci Cee anne a a ae Ae ee adic ine | 1,440.00 1, 600. 00 
the | Ee ariiieiepenstonn cicedeaiecen ee ealiiscak cacaand themes ---n7| 3, 780.00 | osMy2200. 00 
Do... > aiid bobk oie args ma cra alana eee ssesaee] | geht 1, 350. 00 1,500. 00 
RS 2 ch Mik Salih an ws guiiueeisd Semon cael BR cesarean coat aiiceta a kidios | 2,160.00 2, 400. 00 
Sinkhole Miners. . Dents daachccanses. oe Es tae = a | ae _.....-| 31,680.00 35, 200. 00 
, SOUTH DAKOTA 
iod eainerai Die, Tne. ..................- | Custer..........-- | BENE. onecesses=3] | ORD 1, 200. 00 
TEXAS 
CI ET gic cuicanatccanaconnd Nan ne scccen tice anon ---| 5,197. 50 10, 395. 00 
act “ 
“ UTAH 
United Mining Development Co____-_--. I ee cccnies .| Lead-zine.......-. | 8, 274.00 16, 548. 00 
United States Smelting, Refining & | Utah.............- a: Sa | 308,677.50 | 617, 355. 00 
Mining Co. | 
Bullion Monarch Mining Co-- i | Uranium. ..---| 24,957.00 27, 730. 00 
0. 00 Park Heber Consolidated Mining Co_-| Wasatch..-.---_-- | Lead-zine- copper..| 13, 500.00 27, 000. 00 
WASHINGTON | 
0. 00 yg DS re Nia ene, | Lead-zine......- a > 825. 50 23, 651. 00 
10. 00 Jim Creek Mines, Inc.........- eee SAT IN eee 3, 750. 00 47, 500. 00 
0. 00 Laurence Hammond ...............--.- WOU Soc aceane Maken... aie 10 890. 00 12, 100. 00 
0). 00 WISCONSIN 
nn i ewe airn Lafayette......... | Lead-zine......... | 92,019.00 184, 038. 00 
Mayer & Thiede Mining Co. (J. L. |.....do...........- Boe ee 5, 000. 00 10, 000. 00 





Mayer and Walter E. Thiede). | 





TALYUVWWVATOCL ALTATOO DATA DAT reryvy oI 
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~ Following is a list of minerals exploration contracts which were terminated in 


the period from May 31, 1952, through July 31, 1952: 








Name of contractor County Commodity 
ARIZONA 
SherwoodfB. Owens.._.---- BAe A arene Lead-zine-copper-.- 
Yueca Mining & Milling Co___-..----- 0 ST -ncctencuas 
ARKANSAS 
Gold, Ashley J.; and Gold, Joe_........| Sevier........-...-- Antimony-....--- 
CALIFORNIA 
Philip Carey Manufacturing Co =) tiie. 2 Asbestos __.......- 
Sierra Copper Co_--..-......-..--- So ea Scena ne 
California Quicksilver Mines, Es Ns cae nievliels Mercury ore - - --- 
Fredesick Dumontier. - .............--- re inate Asbestos ---..-...-.- 
COLORADO 
Beardsley, George L. and Arthur B_...| Custer_..-...-.--- Lead-zine. __.---- 
Tungsten Mining Co., Inc._...-.-.----- nt OES ee 
ee San Juan Fae ee ona eee 
EE WEE cad cna ows eancuas Serta ene Lead-zine......-.- 
GEORCIA 
Conve Carolina Mica Mining Co., | Troup-........----- Beryl-mica.----.--. 
ne, 
IDAHO 
Holtermans, Johan P-_........--- Space ii Fluorspar - ---.----- 
0 EEE: | ical aca din Lead-zine-copper 
MONTANA 
ie ear ete. ns ed ees 
American Alloys Metals, Inc__..__.---- Beaverhead . ._.__- Tuten. ........ 
NEVADA 
Des FI os. cwcdninscss- con IO signee eee i task cees 
NEW HAMPSHIRE 
StaffordfMines, Inc. .............-- Ae cacnccamake Beryl-mica_....--- 
| 
NORTH CAROLINA 
Franklin Developers, Inc........-....- IE SSS onccenes Ttbtennadsous 
Mica meveleemens Na eka eal EIAs) a Se 
Lawrence Schmitt... .................- en ee ES 
Robinson, Henry Lee_-___..........--- ae ne ee ore | eee 
Non-Metallic Minerals Corp----------- CE ae or ea ie Soa Scabaok 
Tamarack Mining Co-.............--...- WOR. cco cccundnsned NEE. 
ie Son nctncicen walociet cies aa ane ees ceaia 
OREGON 
Waite Minerals, Inc....................| Josephine---....-.- I cnisicssietie 
SOUTH DAKOTA 
Michaud, Francis & Stratton, wan a Beryl-mica--.-.--- 
Carl L. Wiehe & B. A. Gira_...........| Pringle............}.-.-.- ene 
George Campbell & Gienn \ Ventling....| Custer. ........-.-|--..- aknarunkeeat’ 
UTAH 
oe gg eee Gen Juem....<..<- Uranium. ......... 
WASHINGTON 
Mines Management, Inc...............| Stevens........... Lead-zine. .......- 
WISCONSIN 


Vinegar Hill Zinc Co................... Shullsburg........|-..-- alia anaes 
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Report of exploration assistance applications as of June 30, 1952 


During June: 
Applications in process as of May 31___--_---- 
Applications received during June 


Total 


Contracts executed 
Applications denied 
Applications withdrawn 


Total 


Total applications in process as of June 30, 1952 
Applic ations appraved and contracts prepared during June 
Contracts approved but not yet executed by applicant 
Stages of completion of applications “in process” 

Applications in stage of preliminary analysis by Commodity Division 
engineers, Bureau of Mines and Geological Survey commodity 
specialists : 

Applications awaiting additional information from applicant 

Applications with field teams for on-site examination : 

Applications in final stages of processing: (a) Contracts pre pared. but 
not yet executed by applicant, (b) contracts or denial letters being 
prepared, (c) applications on which field team reports have been 
received and final action is to be taken 


Status of applications for exploration assistance through June: 
Total number of applications received 


Applications approved and contracts executed 
Applications denied 

Applications withdrawn 

Applications in proe 


Location of applications in process: 
Base Metals Division - 
Iron and Ferro Alloys Division 
Nonmetallic Minerals Division -_ - 
Rare and Miscellaneous Metals Division 
Chief Counsel’s office 


Field teams ( 
Region | 
Region II 
Region IIL. 
Region IV 
Region V_ 
Region VI 
Region VII 
Region VIII-_ _- 


Grand total in process ____ 


Amendments to contracts executed as of May 31, 1952____- 
Amendments to contracts executed this month 


Total.... 


167 applications being processed within delegation of authority, region IV. 


The tables attached present an analysis of all executed contracts by commodity, 
State, and region. 
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TaBLeE VII.— Year end summary of contracts erecuted, by months 


| | 

Government 

| participation 

in contracts 

and amend- 

| mentsexe- | 
cuted during | 

} month 


Value of con- 
tracts and 
amendments 
executed 
during 
month 


Cumula- | Cumulative | Cumulative 

tive total| Government} value of 
number | participation | contracts 
ofcon- | through | through 
tracts | month month 


| Number 
| of newly | 
Month | executed 
contracts 


a ee 


1951—June 7 $1, 659, 977 2, 894, 820 | 38 $1, 659, 977 $2, 894, 820 
Jul wee d 1, 271, 595 2, 010, 196 72 | 2, 931, 572 4, 905, O1 
EE, 35 1, 382, 064 | 2, 403, 998 | 107 | 4, 313, 636 7, 309, O14 
Septem ber_. 24 | 527, 523 | 843, 613 131 4, 841, 159 | 8, 152, 627 
OS ER : 641, 474 | 1, 164, 631 | 154 | 5, 482, 633 | 9, 317, 258 
November. . i | 322, 367 482, 241 170 5, 805, 000 9, 799, 498 
December. _. ae 701, 328 1, 140, 777 | 197 6, 506, 328 10, 940, 276 
January. ........- 22 | 452, 352 | 783, 310 | 219 6,958,680} 11, 723, 585 
POOMIING 6nccsesene 692, 402 1, 242, 375 236 7,651, 082 | 12, 965, 961 





March.. -- ees 169, 833 258, O81 246 | 7, 820, 915 | 13, 224, 042 

8, 367, 467 | 14, 020, 004 
May... = 463, 642 764, 408 296 8, 831, 109 14, 784, 412 
June_. ase t 572, 516 954, 732 315 1, 403, 625 


I ernine eal 27 546, 552 795, 962 273 | 


15, 739, 144 


TR accane 31 9, 403, 625 15, 739, 144 


TaBLe VILI.— Year-end summary of all applications received and status, by regions 


Total | Disposition of applications 


pe ae 
| Received |In proce a number 
| 


ead it With 
|Executed| Denied drawn 
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Taste 1X.— Year end summary of all applications received and status, by commodity 


Total Disposition of applications 


Commodity | 


| Received = process) Peel 


With- 


j i 
| 
Brecuted| Denied drawn 


21 | 
18 | 
2 
41 | 
0} 
4 | 


5 i 
142 


DD 6 iciacentinscancctnceeussesed BA 
Dn enc paneineenhial cee 
ne ee ine 

Beryl 

Cadmium 

Chrome 

Cobalt _-.-- 
Columbium-tantalum..............-.--. i 
Sen cesuse eee paapcaie sieteekad washed | 
Corundum ; 

Fluorspar 
Graphite 
Iron 
Kyanite 


-OoOoew 


Ban Sw 8B 
Oe oo- OO 
— 

cocnnoe 


on & 


Bas 
= 





a 
oo 


oO 





coowoRe moo 

~3 to 
OND DWhWOROK OIA 
SCNSOWOSHA 





bo <2 ms be 


nm 
_ 
om 
“ito 


tot 
-_ 


Manganese 

Mercury 

Mica 

Molybdenum 

Monazite m 
la as 
Platinum . | 
tite nh iim eat siskeditieianptaeteaiaia 
Rare earths 

Rutile 


vw 
= 
> 


NK WK OOCOKF NOD Msi 


~ 


eo 
~ 


oa 
Corr onnuwru 


n 





os 


7.<. é | 
I sn onncantctionrenndstmsnahtten n= | 
Uranium 


Qo. 

Boek woonwrKor 
— 

Cor Wr bh 


to 
on 





Miscellaneous !_.......-..-.- 


NN 8 Sa SR cin os hecticasc | 4,411 | 349 1,052 315 
| | 


TT 


1 Includes applications for minerals or metals not covered by MO-5 or DMEA order 1. 


i. 


—Distribution of Government participation on executed contracts, by State and commodity 


% 
=) 
w 
= 
m 
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ApPpENDIx K 


Loans certified by DMPA to RFC for expansion of metals and minerals facilities 
under section 302 of the Defense Production Act, as amended, as of Aug. 31, 1952 


Certified by DMPA Approved by RFC 
Commodity Name and address of firm Sane — Ll 


Date Amount Date Amount 


Beryl and mica_._| John Ross, Custer, 8. | 7, 1952 $45,545 | Mar. 28, 1952 $44, 545 
Beryl, mica,and | The Bethel Corp., Bethel, | Dec. 12,1951 425, 000 | () (‘) 
feldspar. Maine. | 
Copper San Manuel Copper Corp., | May 19,1952? , 288,000 | July 10,1952 |94, 000, 000 
| Superior, Ariz. 
Copper and lead_| Copper Hill Mine, San Fran- | Dec. 12,1951 | 120, 000 () 
cisco, Calif. | 
Graphite Alabama Flake Graphite Co., | June 11, 1952¢ 250, 000 | (‘) 
Birmingham, Ala. 
Iron ore Imperial Mining Co., Ine., | July 24,1952 60, 000 | (‘) 
Poplar Bluff, Mo. | 
—— Mining Co., Platte- | Dec. 12,1951 238, 388 23, 1952 240, 000 
ville, Wis. 
Chief Consolidated Mining Co., | Mar. 19, 1952 | 120, 000 14, 1952 120, 000 
Salt Lake City, Utah. 
Gibbonsville Mining & Ex-| May 1,1952 | 62, 000 | 23, 1952 | 62, 000 
ploration Co., Spokane, Wash. 
New Diggings Mining Co., | Apr. 16,1952 60, 000 | 15, 1952 54, 000 
| Platteville, Wis. | 
| Oscar A. Oesterle, California, | Apr. 18,1952 | 125, 000 () | (’) 
| Mo. | | 
Columbia River Lime Co., Van- | Mar. 18, 1952 | 97,605 | 28, 1952 92, 000 
| couver, Wash. 
Manganese__.._.| Irving G. Irving, Butte, Mont Dec. 12,1951 | 65,000 | (3) | () 
Do__.......-| Peter Antonioli, Butte, Mont ; do ‘ 42, 020 | 18,1952 | *42,000 
Tungsten ’ Cobb & Weldon, Boulder, Colo June 13, 1952 20, 500 &, 1952 20, 500 
Do 7 Tungstar Corp. and Hanging | Dec. 12, 1951 75, OR3 5, 1952 75, 000 
Valley Tungsten Mines, 
| Hollywood, Calif. 
Do_.........| Tungsten Mining & Milling | Dec. 12,1951 | 50, 000 8, 1952 5), 000 
Co., Spokane, Wash. 
Do... .....| United States Tungsten Milling | Apr. 30, 1952 256, 215 (1) (‘) 
Co., and United States Tung- 
sten Mines, Fresno, Calif. | 
DOs ..-| W. A. Noon, Drummond | Jan. 7, 1952 | 60,000 | Mar. 6, 1952 60, 000 
Mont. 
Zine Piquette Mining Co., Platte- May 1, 1952 144,000 | June 9, 1952 144, 000 
ville, Wis. 
Do... Shelton Mining Co., Joplin, Mo_| Mar. 21, 1952 85,000 | May 22, 1952 85, 000 


*Canceled. 

1 Pending. 

2 Date of finalamendment. Date of original certification (for $100,969,000) was Mar. 26, 1952. 
§ Withdrawn. 

‘ Date of final amendment. Date of original certification (for $550,000) was Feb. 9, 1952. 

§ Disapproved. 
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Defense Materials Procurement Agency contracts for erpansion and maintenance of 
supply of metals, minerals, and other materials under the Defense Production Act 
of 1950, as amended, as of Aug. 31, 1952 


Name of contractor: Date application filed 
Domestic Aluminum Contracts__ - cee. ‘ Not applicable. 
Societa Alluminie Vento per Azioni- --- Winter 1951.! 
Vereinigte Aluminum Works ae Spring 1950.! 
American Chrome Co Feb. 8, 1952. 
Fansteel Metallurgical Corp _ - : Aug. 15, 1951. 
American Smelting & Refining Co-_-------- May 7, 1951. 
Anaconda Copper Mining Co----_--- Dec. 21, 1950. 
Banner Mining Co. Jan. 4, 1952 
Calumet & Hecla Consolidated Copper Co. (3 mines Oct. 5, 1951. 
Calumet & Hecla Consolidated Copper Co. (Osceola Apr. 29, 1952. 
Copper Cities Mining Co g ; .. May 18, 1951. 
Copper Range Co . ; : as Nov. 14, 1951. 
Howe Sound Co-_ area _— .- Feb. 21, 1952. 
North Butte Mining aE ens Be B.:. ..<+ Mar.-14, 1951. 
San Manuel Copper Corp-_------ = Dec. 26, 1950. 
Phneine-odge Corp...._.......-- : . Ba Dec. 13, 1950. 
Red Cub Copper Co. .---------- ats .. Not available. 
Sam Knight Mining Lease, Inc__- : ; _. Nov. 7, 1951. 
White Pine Copper Co-_--- elie ise ei cree, a eg 
Yucca Mining & Milling Co., Ine_.- ee ee _. Dec. 20, 1951. 
Campbell Chibougamau myenen, Ltd w vince! ee, <. 1960. 
Aluminum Ore Co- aR eae casinucce ny 19, 1050. 
Pennsylvania Salt Mfg ee : _ Dee. 6, 1951. 
Basic Refractories, Inc. (Defense Proje ct, A. coat cae, May 31, 1951. 
ae Mahoning Co-_-_- ciweese En RO, 195) 

. Lawrence F luorspar, Ine ; neces Oct. 16, 1951. 

a Prose Minera de Huehuetenango__________.____.__. Dee. 18, 1951. 
Electro Manganese Corp_ -- - ww | he. 2B. 1951. 
International Mining & Denver E \quipment Co. (Manga- 

nese Producers, Inc.) 3 Dec. 14, 1950. 
Manganese C hemicals Corp woes te = Feb. on 1952 
Manganese, Inc_.- a Nae Sia hala elle Feb. 1951. 
Westmoreland Manganese C orp - eee 5 ag Feb. Q. 1951 
Associated Metals & Minerals_.__..__._._____-- _.... Not available. 
El Gedehm Mining Corp--_- . : Sept. 4, 1951. 
Climax Molybdenum Co. (Storke) a Ed < Dec. 22, 1950. 
Climax Molybdenum Co. (Phillipson) _________- ... Dec. 18, 1951. 
National Lead Co_- rhe E winncemewssiiseas ER Bee Oe 
Falconbridge Nickel Mines, ‘Ltd ; : ..... Dec. 15, 1950. 
FE. I. du Pont de Nemours i nannciecns peau: 1962: 
Titanium Metals Corp. of America : _. Feb. 20, 1951. 
United States Tin Co_--. see cog: : Nov. 18, 1950. 
Republic of Korea (Sand Dong) __- als . 1948.1 
American Smelting & Refining Co Fee May 31, 1951. 
American Zinc, Lead & Smelting Co win cera ee 12, O58. 
American Zine of Tennessee___ ; Feb. 6, 1951. 
Appalachian Mining & Smelting Co as Jan. 4, 1951. 
Vernon C. Davis- -- ed May 29, 1951. 
Gibbonsville Mining & E xploration Co >; eb: 14. 1961. 
MacArthur Mining Co___. _. Nov. 17, 1950. 
Mid-Continent Mining C orp. Dec. 11, 1951. 
National Zine Co., Ine Aug. 23, 1951 
Vinegar Hill Zine Co Dec. 18, 1950. 
W. M. & W. Mining Co., Ine as ‘ Jan. 31, 1952. 


Volean Mines Co., Peru wee eck oe nL. eee 


! Beginning date of preliminary discussions with reference to U. 8S. Government assistance. Application 
for contract not formalized. 
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Defense Materials Procurement Agency 





| 
Quantities involved | 


; Name of contractor and Type of Effective date | 
Commodity location of project contact Contin- 


{ contract 
gent pur- se 
Total | chase com- Unit 


mitment 


Aluminum.} Aluminum Co. of Amer- | Floor price $600,000| $600,000) S. T..._... 


ica. 
Point Comfort, Tex. 
(aluminum). 
Wenatchee, Wash. 
(aluminum). 
Bauxite, Ark. (alu- 
mina). 
Aluminum Co. of Amer- 


ica. 
Rockdale, Tex. (alu- 
minum). 
Mobile, Ala. (alu- 
mina). 
Surinam (alumina). 

Kaiser Aluminum & 
Chemical Corp. 

Chalmette, La. (alu- 
minum). 

Baton Rouge, La. 
(alumina). 

Jamaica, British 
West Indies (baux- 
ite). 

Aluminum & 
Chemical Corp. 

Chalmette, La. (alu- 
minum). 

Baton Rouge, La. 
(alumina). 

Jamaica, British 
West Indies (baux- 
ite). 

Kaiser Aluminum & . 14,1952 
Chemical Corp., Ta- 
coma, Wash. (alumi- 
num). | 

Kaiser Aluminum & . 31,1951 | 
Chemical Corp. Spo- 
kane (Mead), Wash. | 
(aluminum). 

Reynolds Metal Co c. 19,1950 | 

Jones Mill, } 
(aluminum). 
Troutdale, Oreg. 
(aluminum). 
Corpus Christi, Tex. 
(aluminum and 
alumina). | 

Reynolds Metal Co., - 26,1951 
Longview, Wash. (alu- 
minum). | 

Reynolds Metal Co______|__. - 8,1951 | 

Arkadelphia, Ark. 
(aluminum). 

Hurricane Creek, 
Ala. (alumina). 

Societa Alluminie Vento- 
per Azioni, Italy (alu- 
minum). 

Vereinigte Aluminum 
Works, Braunam Inn, 

Austria (aluminum). 
Chrome | American Chrome Co., 
concen- Mouat Mines, Still- 
trates. water County, Mont. 








| 
| 
} 
| 
| 


See footnotes at end of table. 





DEFENSE MINERALS POLICY 


contracts as of Aug. 31, 1952 


Approxi- 
mate term 
of contract 


| —_ Sub- | 
clause?) Sidies? 


Date production 
Starts ! 


| Commitment pur- 
chase price 
Amount 


.-| 84% years Market. _. None 
May 1952. 
June 1952. 
August 1952. 
734 years _- None 
September 1952. 


October 1952. 





| } | 
..| 744 years None 

| December 1951. 

November 1952. 


November 1952. 


February 1953. 
April 1953. 
November 1952. 





September 1952_ _. 


| 


July 1952 ..| 8,000, 000) 


None 
1951. 

April 1952. 
| 


September 1952_...| 6 years. ._- 





_|12, 000, 000! 


744 years... None 
June 1953. 


January 1953. 








3, 200,000! Repayment 





June 1952_.........| 5 months...| $644.36 per metric 


ton. 


8,657 Austrian | No-_- 
schillings. 


$34.97 per dry S.T_| Yes... 


a 
| 


No... None 


June 1952 No... None 








See footnotes at end of table. 


No...| 4 $950, 000} 


Advance authorized 


Terms of repayment 


based on 
production. 


Do. 


$1.30 per dry S. T. sold 
and delivered to Gov- 
ernment. If 80 per- 
cent of contractor’s 
cash return exceeds 
amouht of repayment, 
then additional pay- 
ment of this amount 
will be made yearly. 
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Defense Materials Procurement Agency 


Quantities involved 
Name of contractor and Type of 


Commodity location of project contract 


. : Effective date 
eee | of contract 
Total | Sentt Unit 
chase com- 
mitment 





Cobalt_....| National Lead Co. (see 
| Nickel). | 
Do_......| Falconbridge Nickel 
Mines, Ltd. (see |} | 
| Nickel). 
Colum-j| Fansteel Metallurgical } 
bium Corp., North Chicago, | Floor price $382,500 $382,500 Pounds § hie 
tanta-| II. 650,000) 650, 000 do &- ae 


lum. | | J 


Copper.....| American Smelting & ...do__....|197, 000, 000 177,000,000 Pound.....| Nov. 28, 1951 
Refining Co., Silver | 

Bell Mine, Pima | 
County, Ariz. | | 

Pe |} Anaconda Copper Min- |___..do___.._|384, 000, 000/256, 000, 000 do Nov. 10, 1951 
ing Co., Yerington | 

Mine, Lyon County, 
Nev. | 
sissieects Banner Mining Co., | Subsidy---- 
Miser’s Chest Mine, 
Lordsburg, N. Mex. 


25, 1952 


| 
| 
Do } 
| 
' 
| 


a Calumet & Hecla Con- |-....do......| 14,780,000/ | None |.....do......| Jan. 8, 1952 


solidated Copper Co., 
3 mines in Houghton | 
and Keweenaw Coun- 
ties, Mich.’ 


Do._.....| Calumet & Hecla Con- | Floor price |106, 000, 000 106, 000, 000) .....do.-.-- July 18, 1952 


solidated Copper Co., | | | 

Osceola Mine, Hough- | | | 

ton County, Mich. 

Do_......| Copper Cities Mining |...-.do--~---|192, 500, 000/170, 000, 000) .....do 
Co., Copper Cities, | . | 
Gila County, Ariz. | | 

Copper Range Co., | Subsidy....| 6,372,000) 
Champion No. 4 East | 
Orebody, Painesdale, | | 
Houghton County | | | 





Do.. 


Mich. | | | 
Do ..| Howe Sound Co., Holden |_.--- do.....| 8, 834, 000 None |.-...do.--.-| June 12, 1952 
Mine, Chelan County, | | 
Wash. | | 
Do ..| National Lead Co. (see | 
Nickel). 








Do... North Butte Mining Co., | Advance- 5, 250, 000 None |.....do._-..| Sept. 19, 1951 | 


Granite Mountain repay- 
Mine, Butte, Mont. | ment. | 


[730,0¢ 0,000 695, 000,000 Pounds of 


Copper)! San Manuel Copper | Floor price | copper. 
and mo- Corp., Pinal County 32, 120, 000) 30, 660,000 Pounds of Aug. 20, 1952 
lybde-| Ariz. molybde- | [{“U8- <% 4994 
num con- | num con- 
centrates centrates. 
Copper.....| Phelps-Dodge Corp., _..do_.._.. 300, 000, 000/225, 000, 000, .....do_... Sept. 24,1951 
, Bisbee East Orebody, 
Bisbee, Ariz. | 
Do Red Cub Copper Co.,® |.....do....._ 100, 000, 000 100, 000, 000, .....do _.| June 12,1952 
anes Red Cub Mine, Shasta 
Costs Creek, Curry 
County, Oreg. } 
Do........Sam Knight Mining | Subsidy---. 2, 390, 000 None 4o.... Mar. 14, 1952 | 
Lease, Inc., Christmas 
Mine, Banner Mining 
District, Gila County, 
Ariz. 
Do.......| White Pine Copper Co., | Floor price. 550, 000, 000 487, 500,000 _....do...- Feb. 26,1952 | 


White Pine Mine, On- 
tonagon County, Mich. 


See footnotes at end of table. 
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5, 400, 000 None |.....do.... Mar. 3, 1952 


.---| Sept. 24, 1951 | 


None |...-- do.....| Mar. 13, 1952 | 


con 


DEFENSE MINERALS POLICY 


contracts as of Aug. 31, 1952—Continued 


Advance authorized 


Approxi- 
mate term 
of contract 


Esca- Sub- 
lator | cidies 3 
clause? 


Date production 
starts ! 


Commitment pur- 
chase price 
Amount Terms of repayment 


$4.90 per pound of 
| contained Ch30 
July 1953....... 6 years_..../\$4.90 per running I None 
pound, dry 
( weight 
November 1953 742 years_..| $0.245 per pound fes..| N None 
or market. 


November 1953 8 years _. $0.255 per pound yes ves None 
or market. 


Dec. 1, 1061....- Sees. ..-.1 Meee.......-2.....f NS. | None 


ietnicetneeenet Oa ek ae U Sees. | No..-| Yes None 
months. 


July 1, 1955 10 years $0.2525 per pound 


October 1954- _ - 734 years. $0.230 per pound 


Jan. 1, 1952_-. 2 years. None 
4 | a ; ; 
Feb. 1, 1952-.. i ld ade | Ba. None 


| December 1951....| 21 months_.| None... 5: N | No. $60,000 I’cent per pound on first 
300,000 pounds of con- 
tained copper, and 
2 cents sper pound 
thereafter,until repaid 
with interest, but not 
later than June 30, 
1953. 


$0.24 per pound... | 
Yes No.. None 
$0.60 per pound... | 


| March 1957. __-- 10 years. 


| September 1955_...| 8 years.....| $0.220 per pound..| Yes..} No. None 
| 
| 

| June 1954 ; 7 years °_ $0.245 per pound..| Yes..| No- None 


Dec. 1, 1951 2 years... _. None... * No. S.. None | 


February 1955_....| 934 years. $0.255 per pound..| Yes.. 


See footnotes at end of table. 
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| Name of contractor and | 
Commodity) location of project 


Copper...-- Yucca Mining & Milling | 
Co., Inc., Antler Mine, | 

Yucca, Ariz. 

Do.......| Campbell Chibougamau | 


Mines, Ltd., Merrill 
| Island, Dore Lake, 
Quebec, Canada. 

BO ie ticcensden | Falconbridge Nickel | 
Mines, Ltd. (see | 
Nickel). 

Cryolite | Aluminum Ore Co.,!? | 





(syn- East St. Louis, Ill. 
thetic). 
Cryolite....| Pennsylvania Salt Man- 


| 
| 
i 
ufacturing Co., Ameri- | 
can firm processing ore 
from Greenland. 
Dolomite_-.| Basic Refractories, Inc. 
(Defense Project, Inc.), 
Norlo, Ohio. 
Fluorspar..| Ozark Mahoning Co., 
Northgate, Jackson 
County, Colo. 
Do.......| St. Lawrence Fluorspar, 
Inc., Wilmington, 
Del.—ore to be mined 
and partly processed 
in Canada. 


1ee8 ss Gibbonsville Mining & 
Exploration Co. (see 

Zinc). 
ee Compania Minera de 


Huehuetenango, Gua- 
temala, Central Amer- 
ica. 

Manganese | Electro Manganese 
(electro- Corp., production at 
lytic). Knoxville, Tenn., from 

domestic and/or foreign 

ores. 


Manganese_} International Mining «& 
Denver Equipment 
Co. (Manganese Pro- 
ducers, Inc.) American 
Co. concentrating (near 
El] Paso, Tex.) low- 
grade ores from Mexi- 


co. 

Siscouken Manganese Chemicals 
Corp., plant near Riv- 
erton, Minn., for con- 
centration of ore from 
Cuyuna Range. 


ssl elles ——— 





See footnotes at end of table. 


Defense Materials Procurement Agency 


Quantities involved | 


| idinasnaaapiacagmpreanieeaedebe 


Type of 4 
contract | | page=" = 
Total chase com- Unit 
mitment 








Subsidy *__) $5, 205, 000 None Pounds of | 
| | moly bde- | 
} mum con- 
centrates. 


Floor price_| 63, 200, 600 $63, 200, 600 ._..- do 


| 


| 
Purchase... 42, 600 42, 600 8. T_....- a 


13, 700) 13, 700)... do.-.... 





Purchase !_ "1, 600, 000 | 1, 600, 000|.....do.....| 

j j j 

Floor price -| 100, 000 100, 000). .-.- hove | 

ae do.....| 150,000) 150, 000/.....do__...| 
| 

| | 

| } 

| 

| 

Purchase... 26, 250) 26, 250)... ee 


' 
Floor price.| 36, 000, 000) 36,000,000) Pounds 4 


Purchase__- 60, 000) 50,000} L. T. 2 5) 
| percent | 
manga- 
nese. 





Floor price.| 2, 625,000} 2, 625,000) L. T. U__--| 
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Effective date | 
of contract 


Apr. 10,1952 | 


June 10,1952 


June 27, 1952 


May 5, 1952 | 


Jan. 14, 1952 | 
Oct. 9, 1951 | 


June 27, 1952 





Feb. 5, 1952 


Mar. 20, 1952 


June 30, 1951 


| Aug. 7, 1952 | 


Ju 


Ju 


Jt 


DEFENSE MINERALS POLICY 


contracts as of Aug. 31, 1952—Continued 


vance authorized 


See. Commitment pur- 
| | chase price 


of contract 


Date production 
starts ! 


Sub- 


lator | sidies! 


2 302 . 
clause? Amount Terms of repayment 


j 
| 
| 
| 


Dec. 1, 1951 | 3 years fs een haet Mee res..| None 


444 years_. of 2 ov! - £O8..1 No. None 


| December 1954. __- 


| 
| 
| 


Based on $0.139 Tes lei. c:. None 
per pound (91 | 
percentcryolite). 

$260 per 8. T jo...| Yes None 


July 1952. a y en | No.. None 
| 

May 1952 ‘i | -| No...| None 
| 
i 


June 1953_........- ‘i R ..|$1, 250,000! $8.30 per S. T. of acid- 
| grade fluorspar flota- 
| tion concentrates dis- 

posed of until repaid 

with interest. An 

additional payment 

yearly will be made 

for the amount that 

the cash return to the 

company less 50 per- 

cent of net profits ex- 

ceeds the repayment. 





| Market between No...| fet... None | 
$0.17342 and | 
$0.20342. | | 


| $0.26 per pound___| Yes__| iz $2, 250, 000 ' $0. 066 per pound of new 
| | production disposed 
of on $2,000,000 plus 
interest (construction 
portion) and equal 
semiannual install- 
ments on $250,000 plus 
interest (working cap- 
ital portion). 





September 1951 _ - -| 244 years...| $19.30 per L. T_... _ ae None 


| 
| 


| 
} 
| 


August 1953 744 years...| $3 per L. T. U. Ist | wat Seek. 1, 500, 000) $0.670 per L. T. U. pro- 
9 months."2 duced (either deliv- 
| ered to Government 
or sold to private in- 
dustry. Repayment 
is increased when con- 
tractor’s sale price to 
industry exceeds Gov- 
ernment’s floor price 
and when contractor 
sells iron fines from 
plant’s operation. 











See footnotes at end of table. 
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Defense Materials Procurement Agency 


Quantities involved 
| 


Name of contractor and Type of . : | Effective date 
: : | Contin- | | 
location of project | contract | of contract 


gent pur- 
Total chase com- 


mitment 


Commodity 


Manganese, Inc., Three | Purchase. .|$37, 500, 000 $37, 500,000 L. T. U Dec. 8, 1950 
Kids Property, Hen- } 
derson, Nev. | | 
Westmoreland Manga- |_...- 12, 000, 000} 12, 000, 000 _. Apr. —, 1952 | 
| nese, Corp., Cushman, 
Ark. 


Associated Metals & } 4 40,000; 440,000 Long dry 
Minerals, American to | to ; ton 
Company importing | 50, 000 50, 000 
ore from India and/or | 
Portuguese India. | | } 
El Gedehm Mining | Advance | 18 5, 000 None L. T. 48 | June 10,1952 
Corp., Eritrea. |} repay- | | percent 
ment. | | manga- 
| | | nese. 
Molybde- | Climax Molybdenum | Floor price |!*155,100,000 185,000,000, Pounds Jan. 41,1951 
num, Co., Storke Level, Cli- | | 
max Molybdenum 
Mine, Lake County, | 
Colo. | | | 
| Climax Molybdenum | Purchase a 50, 000, 000) 50, 000, 000)... ..--| July 2, 1952 | 
| Co., Phillipson Level, 
| Climax Molybdenum 
| Mine, Lake County, 
| Colo. 
| 


| 
| 
j 
| | 
| 


9, 261,000, Pounds, 

| nickel. 

Nickel (co- National Lead Co., ait ‘ 6, 930,000; Pou nds, Oct. 11,1951 
balt and | Fredericktown, Mo. | | cobalt. = vr 
copper). | | | 7, 087,500' Pounds, 

| | copper. 


75, 900,000, 75,000,000 Pounds, 

| | nickel. 
Falconbridge Nickel |_... _...|} 1,500,000) 1,500,000) Pounds, 

| Mines, Ltd., McKim | cobalt. 

| & Hardy Mines, On- | 37, 500,000 37, 500,000' Pounds, 

tario, Canada (refinery | copper. 

in Norway). 


Titanium| E. I. du Pont de | Floor price_| 13, 500 13, 500, 8S. T 24, 1952 
(sponge). Nemours & Co., New- (sponge). 

port & Edge Moor, | 

Del. | j 


Titanium Metals Corp. |---. aa 18, 000 18, 000) .._. . 1,195] 
of America, Hender- 
son, Nev, 





800 800 ¢ 
| United States Tin Co., |-.-- 450 480 S.T.. WOs 
tungsten.| Seward Peninsula, concen- 
Alaska. trates 
Tungsten_.| Republic of Korea (Sang | Purchase..-} 75, 000 975,000 S. T. 
| Dong) Korea. WOs. 


See footnotes at end of table. 


. 23, 1951 


wT. . 31,1952 











DEFENSE MINERALS 


contracts as of Aug. 31, 1952—Continued 


Date production 
Starts ! 


September 1952 


April 1953 


4th quarter 1952_- 


July 10, 1952 


January 1951. 


January 1954 


April 1953 


Jan. 1, 1952 7 


December 1954...- 


September 1952 


June 1951 


April 1952_......-- 


| Approxi- |, : 'sca- 

Approxi- | Commitment pur- | © 

mate term | éhase price lator 
of contract | os 


10 years. - $1.50 L. T. U Yes_. 

7 years $1.72 L. T. U. lst | Yes. 
4 months.'4 

9 months...| $0.92-% per! No. 
L. T. U. of con- 
tained manga- 
nese. 

3 months $0.72 per L. T. U. | No 
of contained 
manganese. 

5 years $0.90 per pound...) Yes 

10 years $1.24 per pound Yes 

js 474 per pound 

614 years... {$1.845 per pound... >Yes_- 

$0.214 per pound. 
$0.5666 per pound 
or market. 

10 years $1.8000 per pound |No 
or market. 

$0.1900 per pound 
or market. 

| 

10 years....| $5 per pound or | No... 
market. 
i i 
| 
| 10 years....| $5 per pound or | No.-. 
| market. 

4% years_. | Market or ceiling.| No. 

| 5 years... $65 per short ton 9) 


| unit WOsz.'8 


See footnotes at end of table. 


clause? 


POLICY 223 
Advance authorized 
Sub- 
sidies 3 
Amount Terms of repayment 
No. None 
No._./$3, 807, 250' $0.350 per L. T. U. of 


manganese delivered 
to Government (or 
fines that may be sold 


to industry until re- 

2 paid with interest 

No... None 

No $50,000 $10 per long dry tons 
of ore shipped 

No None 

No N one 

No 5,000,000, 20 equal monthly 
installments with 
interest beginning 
6 months after pro- 


duction starts 


Yes. 


6,000,000 To be liquidated by 
system of credits de- 
pending upon the 
maintenance of estab- 
lished production 
schedules. Cash pay- 
ment, including i 
terest required t 
Mar. 31, 1957, to « 
tent that production 
schedules were 
maintained, rar 
from 5 percent of the 


n- 


y 
X- 





advance for a produc- 
tion deficiency be- 
tween 1 percent to 


2 percent to 100 per- 


cent for a deficiency 

of 10 percent or more. 

No-...|14, 700,000) $0.61 per pound of sal- 
able titanium metal 

| sponge produced until 

| repaid with interest 

or until June 30, 1962, 

whichever occurs first. 


| 


No-../15, 000, 000) $0.47 per pound of metal 
| sponge produced for 
} 10 years. 
| No 1.301.000/ Repayment based on 
eee re production. 
No. None | 
i \ 
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| Quantities involved 


Name of contractorand | Typeof | | Conti | 
location of project | contract | { enn | | of contract 
| Total | gent pur- Unit 
j chase com- | 
| mitment | | 


Commodity | Effective date 


“ nisies anise tieaiiamanibeicnaicaminnisess 





Zine........| American Smelting & | Floor price. $18, 436 $18, 436) 8. T....- ..| Mar. 5,1952 
Refining Co., Van | 
Stone Mine, Stevens | 
County, Wash. | | 

Do. American Zinc, Lead & ce aio 11,000 11,000 do 

Smelting Co., Quick 

Seven Zinc-Lead Mine, | 

Jasper, County, Mo. | 


aoe Dec. 29,1951 


Do__.....| American Zine of Ten- |__...do_..._- 11, 600 eT Nov. 5,195 
| messee, North Friends | | 
| Station, Jefferson | | 
| County, Tenn. | | | 

PO ca Appalachian Mining & |_....do__.._. 10, 000 10, 000}. __.- do......| May 8, 1951 


Smelting Co., Bum- 
pass Cove, Embree- 
ville, Tenn, 


| 
Do.......| Mr. Vernon C. Davis, |.....do..... 3, 000) 3, 000). ....do_.... Apr. 2,1952 
| Kiekapoo & Thompson | t 
| mineral leases, lowa j 
Co., Wis. | | | | 
Zine and | Gibbonsville Mining & |{Floorprice: 790 700... Mea 
lead. Exploration Co., Opal zine. | | {rune 12, 1952 
and Geraldine claims, |} Floor price: | 2, 460 2, 460)..... ite 
Kellogg, Idaho. lead. | | } 
Zine... MacArthur Mining Co., | Floor price | 2, 500 1, 500 oe | Dec. 4,1951 | 
MacArthur Mine, Bax-| and ad- | | 
ter Springs, Cherokee | advance 
County, Kans. | repay- 
} ment. | | 
Do__...| Mid-Continent Mining | Floor price 7, 400 do_....| July 16,1952 


8 


Corp., Alice Mine, } 
West Plains, Mo. | 
Do.....| National Zine Co., Inc., |.....do._-..] 20, 000 20, 000 do-_-- Oct. 17,1951 
American company | 
with concentrating to | 
} 
i 
| | 


be done in Mexico and | 
5, 000) 5, 000) _. aa June 30,1951 


| 
smelting in the United | 
States. | 
Do.....| Vinegar Hill Zine Co., |_....do_-.-.| 
Muleahy property, La- | 
fayette County, Wis. | | 
Do.._..| W.M.& W. Mining Co., | Subsidy-.. 5, 750 None |.....do_.._.| June 27,1952 
Inc., Brewsterland | 
Mine, Ottawa County, 
Okla. | 
oe Volean Mines Co., Peru, | Purchase... 54, 000 13, 680)_....do_-- Sept. 24, 1951 
Ticlio, Peru, foreign | 
company, but smelting | 
| to be done in United 
| States. 





1 For floor price contracts and other contracts involving expansion of facilities, the dates shown in this 
column are the beginning dates of capacity production except where actual (or estimated) dates of beginning 
of production are available. For contracts involving subsidies for maintenance of production, the dates 
reflect the beginning of the term of production which is used as the basis of the subsidy payments. For 
purchase contracts, the dates reflect the initial date of delivery either actual or estimated by the terms of the 
contract. 

? Based on costs of production. 

3 Contract at over the ceiling price. 

* The Government will also advance to the company, equipment costing up to $2,165,000. Title to the 
equipment will remain in the Government. 

5 Crude columbian oxide. 

® Potassium tentalum fluoride. 

? Original contract covered 4 mines, but contract was amended Aug. 11, 1952 to include only 3 mines. 

§ Letter of intent which expires at end of 4 months. 

* Amendment to contract dated July 30, 1952, provides among other things that at the Government’s 
request the contractor will enter into an agreement to sell to the Government at market price all production 
from the Antler mine. 

10 Letter of intent which expires at end of 3 months. 

11 The Government is not committed to purchase any of the output but has the option of purchasing up 
to 100 percent of the output produced under the contract. 


Defense Materials Procurement Agency 
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enntracts as of Aug. 31, 1952—Continued 





Esca- 
lator 
clause? 


oi : | Approxi- 
Date petaetien | mate term 


of contract 


Sub- 
sidies* 


Commitment pur- 
chase price 
Amount Terms of repayment 


October 1953. .....| 344 years. $0.155 per pound__| No No-. None 
| 
| | 
| | | 
December 1952-. 3 years $0.170 per pound Yes No None 
| | 
November 1952 3 years __- $0.175 per pound...| Yes No None 
| 
| 
nilnccdessuscasnt SG Fonte $0.175 per pound_.| No No None 
' 
| | 
April 1953__. ae years $0.155 per pound No No None 
| 
| $0.155 per pound 
October 1952_.....| 2 years No No None 
$0.150 per pound 
May 1952. .....-. 2 years | $0.175 per pound. No No $45,000) $16 per S. T. of concen 
| trates sold up to 250 
} | tons per month until 
repaid with interest 
} 
April 1953... 234 years___| $0.160 per pound. No No None 
October 1952 5 years $0.165 per pound No No None 
June 1952 3 years $0.175 per pound No No.. None 
Feb. 1, 1952 23 months None Say No Yes None 
January 1953 544 years $0.175 per pound No No None 





2 Price to be lower after this period. 

8 Four subsequent amendments. Amendment No. 1, dated July 7, 1951, placed contract under Defense 
Production Act. Contract was formerly under Strategic and Critical materials Stock Piling Act of 1946 

'* Variance at option of contractor. 

18 Contract also includes optional purchases of up to 50 percent of production through 1955. 

16 Total production includes 20,000,000 pounds to be delivered to the Government stockpile. The Gov- 
ernment is committed to buy under the Defense Production Act, 85,000,000 pounds if it cannot be sold to 
industry. 

'’ Date reflects the beginning of term of production. 

1§ Less transportation, insurance, and incidental charges not over $2.00 per S. T. U. (WOs). 

’ The price will be renegotiated after a 2-year period and annually thereafter. 

*This tabulation does not include (1) contracts involving diversion of aluminum and fluorspar from 
stockpile to industry, (2) contracts involving excess-power cost subsidies in production of aluminum, 
(3) contracts for operation of Government-owned plants, (4) purchase contracts executed by EPS in procur 
ment of tungsten and mica, (5) contract for sampling and assaying Manganese ore, (6) contract for manu- 
facture of equipment used to process pig aluminum, and (7) contract covering temporary acceptance of 
aluminum sheet in lieu of pig for stockpile, (8) contracts for engineering and research. 
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RECONSTRUCTION FINANCE CORPORATION, 
OFFICE OF THE ADMINISTRATOR, 
Washington, April 22, 1952. 
Hon. James E. Murray, 
United States Senate, Washington, D. C. 


DEAR SENATOR Murray: Reference is made to your letter dated April 4, 1952, 
requesting information as to terms and conditions governing loans approved 
under section 302 of the Defense Production Act, and those granted under section 
4 (a), Reconstruction Finance Corporation Act. 

Aside from the general differences, outlined in our letter of March 28, 1952, of 
terms and conditions applicable to loans approved under section 4 (a) of the 
Reconstruction Finance Corporation Act and section 302 of the Defense Produc- 
tion Act, there are no specific differences which can be cited as applicable to either 
group of loans. The terms and conditions set up by RFC for section 4 (a) and 
302 loans are the most practical terms, under legislative requirements, that can be 
worked out so as to give reasonable assurance of repayment and protection to the 
public funds involved. There is no exact formula in any instance, as the circum- 
stances differ in each case. 

There are enclosed revised schedules on loans approved under section 302, 
Defense Production Act, and section 4 (a), Reconstruction Finance Corporation 
Act, to replace the ones previously furnished; these are similar except they have 
been revised to show additional information on undisbursed loans and to include 
activity through April 15, 1952. 

Sincerely, 
Harry A. McDona.p, 
Administrator. 


Xx 





